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AMERICAN INSTITUTE OF ACCOUNTANTS
ANNUAL MEETING SESSION 
JANUARY 6th
As reported in the November and De­
cember Bulletins the annual meeting of 
the Institute at Boston adjourned on 
October 17th to reconvene at the Shore­
ham hotel, Washington, D. C., on Janu­
ary 6 , 1936. The January 6 th session 
was called to order at 1 0  a .m . on that 
day. Robert H. Montgomery, presi­
dent, occupied the chair.
Presidents of state societies of certi­
fied public accountants, or accredited 
representatives of such societies, many 
of whom had accepted invitations to at­
tend the meeting, were given the privi­
lege of the floor.
R e p o r t  o n  P r o p o s e d  M e r g e r
Frederick H. Hurdman, chairman of 
the Institute’s special committee on co­
operation with other organizations, read 
the report of his committee dated De­
cember 6 , 1935, which had been distrib­
uted to all members of the Institute in 
print.
This report recited the action of the 
Institute at its annual meeting at Bos­
ton in relation to a plan of merger of 
the American Society of Certified Pub­
lic Accountants with the Institute, i.e., 
amendment of the by-laws so as to re­
quire possession of a C. P. A. certificate 
by every applicant for admission to the 
Institute in the future, to create an 
advisory council of state society presi­
dents, and to reduce the experience re­
quirements for admission as an associate 
of the Institute from three to two years. 
These amendments had subsequently 
been approved by a majority of all the 
members of the Institute by mail ballot. 
The report of December 6th also stated 
that a resolution of the American So­
ciety, adopted at its annual meeting 
early in October, had been considered at 
the Institute’s meeting at Boston. The 
resolution brought forward only two 
suggestions of importance which had 
not already been met by the Institute’s 
action, i.e., that the council of the Insti­
tute be elected in a manner which would 
insure adequate regional representation 
of the membership and also insure the
election of representatives suitable to 
the membership in the various sections, 
and that the name of the Institute be 
changed so as to include the words ‘ ‘ cer­
tified public accountants.” The report 
of December 6th proposed an amend­
ment to the by-laws of the Institute deal­
ing with the first point, and submitted 
a questionnaire to the members of the 
Institute to ascertain their opinions on 
the second point.
Mr. Hurdman supplemented the re­
port with an oral statement that the in­
formal vote of members of the Institute 
on the question whether the title of the 
Institute should be changed to include 
the words “ certified public account­
ants” had resulted in a ballot of 667 
against the change and 383 in favor 
of it.
Mr. Hurdman also reported that early 
in December he had transmitted a copy 
of the report of December 6 th to the 
chairman of the American Society of 
Certified Public Accountants special 
committee on one national organization, 
and had requested that committee to lay 
the matter before the proper authorities 
of the Society, in order that the govern­
ing body of the Society might consider 
the recommendations in the report and 
advise the Institute, prior to the meet­
ing on January 6 th, whether or not it 
appeared likely that the Society would 
accept the plan of merger prepared by 
the special committees of both organiza­
tions and submitted to the annual meet­
ings of both bodies. (This plan of 
merger, dated September 21, 1935, was 
published in the Bulletin  of the Insti­
tute for November 15, 1935, as exhibit 
“ A ” in the report to the executive com­
mittee by the special committee on co­
operation with other organizations. The 
plan had been approved by the Insti­
tute, at its annual meeting at Boston, as 
a fair basis for a merger.)
Mr. Hurdman stated that the special 
committee of the Society had complied 
with his request and had asked the ex­
ecutive committee of the Society to pro­
vide the Institute with the desired state­
ment. He added, however, that he had 
received no communication from the ex­
ecutive committee of the Society.
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A m e n d m e n t  o f  B y -l a w s
An amendment to article XI, sec­
tion 1  (a) of the by-laws, the adoption 
of which had been recommended by 
the special committee on cooperation 
with other organizations, regardless of 
whether or not the merger might take 
place, was then placed before the meet­
ing for consideration. After several 
slight alterations in the wording of the 
amendment it was approved by more 
than a two-thirds vote of the members 
present, in the following form :
Add to article XI, section 1 (a) the fol­
lowing paragraph:
“Before making its nominations the com­
mittee on nominations shall send, at least 
four months prior to the date of the annual 
meeting, to all the members of the Institute 
in those states from which, in the opinion of 
the committee, members should be elected to 
the council in that year, a questionnaire re­
questing the submission within thirty days 
of names of members resident in the state 
concerned for election to the council. Nom­
inees for the council shall be selected by the 
committee on nominations from among the 
names submitted in response to this request 
by members of the Institute in the states en­
titled to representation.”
This amendment will be transmitted 
to all the members of the Institute for 
vote by mail ballot and if  it is approved 
in writing by a majority of the members 
it will be declared effective.
Prior to the vote on this amend­
ment Durand W. Springer proposed a 
substitute amendment, providing for the 
election of members of the council by 
regions, by members resident in the sev­
eral regions, but the substitute amend­
ment was defeated. In the course of his 
remarks Mr. Springer stated that the 
executive committee of the American So­
ciety of Certified Public Accountants 
had been in session on the day before, 
which was the first oportunity since the 
latest report of the Institute’s special 
committee had been available for the 
Society’s executive committee to give 
consideration to the matters with which 
that report had dealt. He said also that 
the committee would meet again to con­
sider the matter further.
Mr. Hurdman stated that his commit­
te e  had completed its consideration of 
th e subject before it and that, so far as 
h e knew, there remained nothing fur­
th er  for the committee to do. H e sug­
gested , therefore, that his committee be 
discharged and that any future com­
munications from the American Society 
w ith  regard to the proposed plan of 
m erger be referred to the executive com­
m ittee  of the Institute. On motion duly 
seconded, Mr. Hurdman’s committee 
w a s discharged with an expression of 
appreciation of its arduous labors and 
thanks for its excellent work.
I t  was resolved that the executive 
com mittee of the Institute prepare and 
publish  a full report of the work of the 
In stitu te ’s special committee, and the 
acts of the Institute resulting from its 
official consideration of the possibility 
o f  one national organization, and that 
a copy of the report be sent to every 
certified public accountant in the United 
S tates.
R e p o r t  o f  I n s t i t u t e  A c t iv i t i e s
The secretary then read a report of 
th e  activities of the Institute and its 
committees since the time of the annual 
m eeting at Boston. It was resolved that 
th e  report be reprinted either in pam­
p h le t form or in the Buletin  for the in­
form ation of members and others. The 
report appears elsewhere in this Bul­
le tin .
The meeting then adjourned sine die.
D is c h a r g e  o f  C o m m it t e e
FIFTIETH ANNIVERSARY
The Institute’s special committee on 
th e  fiftieth anniversary held a meeting 
a t the office of the Institute on Decem­
b er 19th for preliminary discussion of 
p lan s for celebration of the fiftieth an­
niversary of the founding of the Amer­
ica n  Association of Public Accountants, 
predecessor to the Institute. Plans for 
th is  celebration have not yet been so 
definitely formulated that an announce­
m en t of them can be made, but it is be­
liev ed  that a three-day meeting will be 
arranged in New York during the fourth 
w eek  of May, 1937.
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ADVISORY COUNCIL OF STATE 
SOCIETY PRESIDENTS
The initial meeting of the advisory 
council of presidents of state societies 
of certified public accountants, for which 
provision is made in Article X V I of the 
by-laws of the Institute, as recently 
amended, was called to order at the 
Shoreham Hotel at 3 p .m ., January 6 ,
1936.
Robert H. Montgomery, president of 
the American Institute of Accountants, 
called the meeting to order, as temporary 
chairman, and announced that the first 
order of business would be the election of 
a permanent chairman and a secretary. 
James P. Hughes, president of the New 
York State Society of Certified Public 
Accountants, nominated William L. 
Clark, president of the Oklahoma So­
ciety of Certified Public Accountants, 
as permanent chairman of the advisory 
council. The nomination was seconded 
and Mr. Clark was duly elected. He as­
sumed the chair and called for nomina­
tions for the office of secretary. Alfred 
N. Hilton, president of the Virginia So­
ciety of Public Accountants, was nom­
inated by James M. Cumming, presi­
dent of the Pennsylvania Institute of 
Certified Public Accountants, and was 
elected.
A roll call of presidents or accredited 
representatives of state societies was 
then taken. The following were pres­
ent :
California—I. Graham Pattinson, repre­
sentative.
Colorado—W. E. Hugins, representa­
tive.
Connecticut—Russell C. Everett, presi­
dent.
Delaware— Clifford E. Iszard, president. 
District of Columbia—Harold C. Ander­
son, president.
Florida—Ira J. Varnedoe, representa­
tive.
Georgia— S. B. Ives, representative. 
Illinois—Joel M. Bowlby, representative. 
Indiana—George S. Olive, representa­
tive.
Kansas—Harry E. Lunsford, repre­
sentative.
Louisiana—Henry J. Miller, representa­
tive.
Maryland—Frank A. Shallenberger, 
president.
Massachusetts—Homer N. Sweet, presi­
dent.
Michigan—William P. Isenberg, presi­
dent.
Missouri—Harry E. Lunsford, repre­
sentative.
New Hampshire—James Dwyer, repre­
sentative.
New Jersey—Julius E. Flink, president. 
New York—James F. Hughes, presi­
dent.
North Carolina— George B. Poole, presi­
dent.
Ohio—Hermann C. Miller, president. 
Oklahoma—William L. Clark, president. 
Pennsylvania—James M. Cumming, 
president.
Rhode Island— George B. Clegg, Jr., 
representative.
South Carolina—M. C. Patten, repre­
sentative.
Tennessee—Harry M. Jay, representa­
tive.
Texas— C. F. Milledge, representative. 
Virginia—Alfred N. Hilton, president. 
Puerto Rico—William A. Waymouth, 
president.
After lengthy discussion of recent 
events related to the proposed merger of 
the two national accounting organiza­
tions the advisory council adopted the 
following resolution:
“Resolved, that it is the opinion of the 
advisory council of state society presidents 
of the American Institute of Accountants 
that the special committee on cooperation 
with other organizations has labored dili­
gently and well in the interest of bringing 
about a merger of the two national ac­
countancy organizations for the purpose of 
developing a strong and united organization;
“That the efforts of said committee on 
cooperation merit the encouragement and 
praise of the advisory council; and
“That it is the sense of this council that 
the Institute continue its negotiations with 
the American Society to the end that a 
merger may be effected.”
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The following chairmen and repre­
sentatives of committees of the Institute, 
who had been invited to be present at 
the meeting, spoke briefly, at the request 
of the chairman, on problems with which 
their committees were dealing:
Charles H. Towns, chairman, committee on 
state legislation.
C. O. Wellington, chairman, special com­
mittee on cooperation with securities and 
and exchange commission.
Henry B. Fernald, representing the special 
committee on governmental accounting. 
Charles B. Couchman, chairman, special 
committee on natural business year. 
Samuel J. Broad, chairman, special commit­
tee to revise federal reserve board bulletin. 
J. K. Mathieson, representing the special 
committee on social security act.
Maurice E. Peloubet, chairman, board of 
examiners.
BALTIMORE MEMBERS DISCUSS 
INSTITUTE AFFAIRS
Baltimore members of the American 
Institute of Accountants met at the 
Southern hotel, Friday evening, Janu­
ary 3rd, at dinner, for the purpose of 
discussing problems facing the Insti­
tute at the present time.
Ernest E. Wooden, retiring member 
of the special committee on development 
of the Institute in Baltimore, opened the 
meeting, but immediately turned it over 
to Edward J. Stegman, recently ap­
pointed member of the special commit­
tee, who will act as chairman of the 
group during the current year. Charles 
W. Hatter was designated as secretary- 
treasurer of the group, whose organiza­
tion is entirely informal.
Will-A. Clader, member of council, 
and John L. Carey, secretary of the In­
stitute, were present by invitation to 
provide the Baltimore members with in­
formation regarding the proposed uni­
fication of the two national organiza­
tions. Consideration of this subject led 
to an extended discussion, including ex­
pressions of opinion on the adequacy of 
the Institute’s present structure and 
procedure and on its general program of 
activity.
ELECTIONS
In the absence of protest the president 
of the Institute has declared elected, as 
members and associates respectively, the 
following candidates, whose election had 
been recommended by the board of ex­
aminers and approved by the council by 
mail ballot:
A dvanced  to  M e m b e r s h ip  :
Clinton W. Bennett, Boston 
Louis H. Keightley, Sioux City 
Harry Osborn Leete, New York 
Lee J. Muren, St. Louis 
Joseph J. Peters, New York 
Wayne E. Pollard, Rockford, Ill.
A d m itted  a s M e m b er s  :
James Anderson, New York 
Robert W. Baltz, Washington, D. C.
John B. Barr, Los Angeles 
William Blythe, New York 
M. J. Boedeker, Los Angeles 
Lancelot P. Bowen, Salt Lake City 
Thomas W. Brown, New York 
William R. Campbell, New York 
Alfred D’Alessandro, Boston 
Chester M. Eastes, Dayton 
Leonard W. Fageant, New York 
Raymond B. Ferrell, New York 
John D. Filson, Chicago 
Nelson J. Goodsell, Detroit 
Robert M. Griffiths, Pittsburgh 
Carol F. Hall, New York 
George A. Halvorsen, Chicago 
Clarence E. Hauser, Jr., New York 
Warren B. Hews, New York 
William P. Hollinger, Dayton 
Alvin R. Jennings, New York 
Jesse F. Kaufmann, New York 
M. Herbert King, Baltimore 
Christopher H. Knoll, New York
C. Alvin Koch, Chicago 
Arthur W. Koelbel, New York 
Charles L. Linder, Albuquerque 
Berthold Luedemann, New York 
James Macrae, Chicago 
Waldo Markland, Tulsa 
George A. Mendes, New York 
Robert G. Murdoch, New York 
Edward L. Pitt, Cleveland 
George O. Podd, Chicago 
Samuel W. Price, Philadelphia 
Arthur C. Rogers, Phoenix 
Nicholas Salvatore, New York
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Louis J. Schmidt, Dallas 
Theodore Shaps, Boston 
Walter D. Snell, Oklahoma City 
Henry Clay Stephens, New York 
Sidney L. Taylor, Sioux City 
Emanuel Toder, New York 
Wallace N. Vreeland, Jr., New York 
Garner A . Watson, Memphis 
Thomas Watt, New York 
Louis W. Webster, New York 
A d m itte d  a s  A s s o c ia t e s :
T. Harlow Andrews, Rochester 
Jacob Gold, Marshall, Minn.
Morton F. Haslacher, Chicago 
Harry D. Hopson, Houston 
Frank G. Marshall, New York 
Herman J. Olt, Chicago 
Clarence H. Richardson, Buffalo
"EXAMINATION OF FINANCIAL 
STATEMENTS"
Copies of the bulletin, Examination 
of Financial Statements by Independent 
Public Accountants, which is a revision 
of the bulletin prepared by the Institute 
in 1929 and published by the federal 
reserve board under the title, Verifica­
tion of Financial Statements, have been 
mailed to all members and associates of 
the Institute.
In view of developments of account­
ing practice and of requirements for 
more complete disclosure of the financial 
affairs of corporations and other busi­
ness enterprises during the past few 
years, the Institute’s executive commit­
tee and council considered it desirable 
to revise the 1929 edition of the bulletin 
and a special committee was appointed 
for this purpose. The work of the special 
committee, which has occupied many 
months, was completed recently, and the 
executive committee directed that the 
new bulletin be printed and distributed 
to members and associates.
Additional copies of the bulletin are 
available at fifteen cents each.
The committee which revised the fed­
eral reserve board bulletin consists of 
the following: Samuel J. Broad, chair­
man, Pereival Brundage, George Coch­
rane, Frederick H. Hurdman, Paul 
Knight, E. A. Kracke, Norman J. Len- 
hart and Philip N. Miller, all of New 
York.
INSTRUCTIONS FOR REPORTING 
FINANCIAL NEWS
The Institute has been requested by 
the financial news department of the As­
sociated Press to review instructions pre­
pared for the guidance of its news edi­
tors, bureau chiefs and correspondents 
in the reporting of news on financial 
statements of corporations. These in­
structions are now under consideration 
by the Institute’s special committee on 
accounting procedure.
INVENTORY METHODS OF 
OIL COMPANIES
The Institute’s special committee on 
inventories met on December 18th, at 
the office of the Institute, with members 
of the sub-committee on inventory valua­
tions of the American Petroleum Insti­
tu te’s committee on uniform methods of 
oil accounting, to continue discussion of 
the proper method of inventory valua­
tion in the oil industry.
The committee of the American Insti­
tute of Accountants was represented by 
Edward A. Kracke, chairman, Leonard
S. Davey, Henry A. Horne, W. D. Mc­
Gregor and I. Graham Pattinson.
The committee of the American Pet­
roleum Institute was represented by 
F. S. Reitzel, chairman, of Philadelphia; 
V. L. Elliott, of Philadelphia; H. A. 
Gidney, of Pittsburgh, and C. B. Ware, 
of New York.
PAMPHLETS AVAILABLE
The text of the reports of certain 
committees of the Institute for the year 
1934-1935, which are of general inter­
est, have been printed in pamphlet form, 
and copies have been sent to the presi­
dents of each of the state societies of 
certified public accountants. A limited 
number of these pamphlets is now avail­
able to members and associates without 
charge. All committee reports will ap­
pear in the Yearbook of the Institute, 
publication of which has been delayed 
so that it may include proceedings of 
the meeting of the Institute at Washing­
ton on January 6 th.
7
Bulletin of American Institute of Accountants
AUSTRALASIAN CONGRESS ON 
ACCOUNTING
The Institute has been invited to send 
an official representative to the Aus­
tralasian Congress on Accounting, which 
will be held at Melbourne, Australia, 
during the week beginning March 16, 
1936, and members of the Institute who 
may be in Australia at that time will be 
welcomed at the congress.
Members or associates who may wish 
to attend the Australasian Congress are 
requested to notify the Institute of their 
intention so that the proper arrange­
ments can be made.
STATE LEGISLATION
The Institute has been informed that 
the legislatures of nine states will be in 
regular session during 1936. The com­
mittee on state legislation is prepared 
to make prompt study of bills which may 
be introduced affecting the practice of 
public accountancy.
Following are the states in which 
there will be regular sessions of the leg­
islatures: Kentucky, Louisiana, Missis­
sippi, Massachusetts, New Jersey, New 
York, Rhode Island, South Carolina, 
Virginia.
The presidents of the societies of cer­
tified public accountants in these states 
have been asked to advise the Institute 
of any proposed accountancy legislation 
which may be introduced. All members 
of the Institute are requested to advise 
the committee promptly of any informa­
tion relating to pending legislation 
which they may receive. Copies of pro­
posed bills would be helpful to the com­
mittee.
The committee on state legislation has 
in its files a large amount of informa­
tion, gathered over a period of years, 
related to accountancy laws and their 
various provisions. The committee wel­
comes the opportunity to assist state so­
cieties or others who are considering pos­
sible amendments of state accountancy 
laws.
MASTER'S DEGREE IN ACCOUNTANCY 
OFFERED BY COLUMBIA
The Institute has been informed that, 
within the administrative framework of 
its school of business, Columbia Uni­
versity, New York, has established a 
“ college of accountancy’’ granting the 
professional degree, master of science in 
professional accountancy.
The college offers a three-year course 
of training resting upon a two-year 
course in a college of liberal arts. This 
is in accordance with the basic plan of 
professional education at Columbia, un­
der which all students are required to 
take at least the first two years of train­
ing beyond the high school in a liberal 
arts course, for the purpose of securing 
a broad knowledge of the world in which 
they live—the civilization of which they 
are a part. Upon this foundation, the 
professional specialization is built.
The three-year course of specialization 
in accounting at Columbia comprises the 
basic courses in economics, law, finance, 
and banking, in addition to the tech­
nical courses in accounting. A ll tech­
nical courses are presented not only with 
the purpose of training in the necessary 
techniques but also with that of point­
ing out their broad interrelations with 
business economy. Only those who have 
shown some aptitude in the use of figures 
and in analytic and interpretative proc­
esses will be admitted to the course. The 
prospect of employment of the student 
upon completion of the course is an ad­
ditional factor in determining his eligi­
bility. Further information concerning 
the course may be secured from the 
school of business at Columbia Univer­
sity, New York.
An advisory committee composed of 
accounting practitioners, all members of 
the Institute, has been invited to co­
operate in the establishment of the 
school. The formation of the committee 
has not yet been completed, but its per­
sonnel will be announced later.
David Himmelblau & Co. announce the 
removal of their offices to suite 820, 110 
South Dearborn St., Chicago.
Stagg, Mather & Hough, of New York, 
announce the admission of Charles Duncan 
Brown to partnership in the firm.
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ACTIVITIES OF THE INSTITUTE DURING THE 
CURRENT YEAR
At the session of the Institute’s annual 
meeting held at Washington, D. C., Jan­
uary 6, 1936, the secretary presented a 
report of activities of the Institute and 
its committees during the first four 
months of the fiscal year 1935-1936. In 
accordance with a resolution adopted at 
the meeting, the report is published in 
full in this Bulletin  for the information 
of members and associates of the Insti­
tute and others. The text of the report 
follows:
To the Members and Associates of the
American Institute of Accountants:
Ge n t l e m e n  :
Under instructions of the president 
the secretary has compiled a report of 
all activities of the Institute during the 
first four months of the fiscal year 1935-
1936, for the information of members in 
attendance at the annual meeting session 
to be reconvened at Washington, D. C., 
January 6, 1936.
Ge n e r a l  C o nditio n
At the meeting of council at Boston, 
October 14, 1935, 47 new members and 
9 new associates were elected. Under 
date of December 16, 1935, a special bal­
lot containing the names of applicants 
recommended by the board of examiners 
was sent to the council by mail, as the 
result of which 53 new members and 7 
new associates were elected. There have 
been several losses through deaths and a 
few by resignation. At the date of this 
report the total membership is 2,499 as 
compared with 2,386 at the close of the 
past fiscal year.
Since September 1, 1935, the begin-  
ning of the fiscal year, 75 applications 
for membership and associateship have 
been received, on some of which the 
board has not yet acted. In the same 
period of the preceding fiscal year 45 
applications were received, and in the 
year before, 27.
Collections of dues are ahead of those 
for the past year and it is expected that 
the total revenue from dues will be even 
greater than that estimated by the com­
mittee on budget and finance, though 
that estimate was larger than in any 
preceding year. The time limit for pay­
ment of dues for the current year ex­
pires January 31, 1936, and at the pres­
ent time it appears likely that fewer 
members and associates will be lost 
through non-payment of dues than in 
any of the past five years.
C u r r e n t  A ctivities
There are several current activities of 
particular interest, to which it may be 
desired to give special attention, al­
though it should be remembered that 
they are not necessarily of any greater 
importance than many of the continuing 
activities which will be mentioned else­
where in this report.
The proposed merger of the American 
Society of Certified Public Accountants 
with the Institute is the subject of a re­
port of the special committee on co­
operation with other organizations, 
which will be considered separately at 
the January 6th meeting, and, therefore, 
requires no comment in this report.
Revision of the pamphlet entitled 
Verification of Financial Statements has 
been completed by a special committee 
of the Institute, and the executive com­
mittee has ordered its immediate pub­
lication. The new edition is entitled 
Examination of Financial Statements by 
Independent Public Accountants. The 
new bulletin is broader in scope than 
its predecessor, containing suggestions 
applicable to examinations of financial 
statements for annual reports to stock­
holders, as well as for credit purposes, 
with which the earlier bulletin was pri­
marily concerned. Emphasis is also 
given to the importance of consistency 
in the application of sound accounting 
principles and of full disclosure of the 
basis on which accounts are stated. Pre­
liminary proofs of the bulletin have 
been submitted to the board of gov­
ernors of the federal reserve system 
and to the securities and exchange 
commission, for their information. It 
is expected that each member and asso­
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ciate of the Institute will receive a copy 
of the new bulletin in January, and 
additional copies will be available at a 
nominal price.
N a t u r a l  B u s in e s s  Y e a r
The Institute has taken a leading part 
in a nationwide effort to educate busi­
ness men to the advantages of a natural 
fiscal year. Toward the end of Octo­
ber a natural business year council, 
including representatives of organiza­
tions of bankers, credit men, trade asso­
ciation executives and officers of busi­
ness corporations, as well as representa­
tives of the Institute, was organized to 
conduct a campaign of education on the 
natural business year. The council 
prepared a basic statement of the ad­
vantages of the natural business year, of 
which some 50,000 copies have already 
been distributed in all parts of the coun­
try.
Counterparts of the natural business 
year council are being formed in a 
number of states, at the suggestion of 
the national council, to carry out ex­
tensive efforts among the business men 
of the community. Bankers, credit men 
and certified public accountants are tak­
ing the lead in the movement in most 
states, although it has not been difficult 
in many cases to obtain the cooperation 
of local manufacturers and industrial­
ists. It is planned to continue this work 
through the next two or three years, or 
as long as may be necessary thoroughly 
to acquaint the business men of the na­
tion with the saving in time and money, 
and with the increased efficiency, which 
may result from the adoption of the nat­
ural business period. The natural busi­
ness year council has been much en­
couraged with the wide-spread interest 
already manifested by trade associations 
and individual business concerns in the 
two months since the campaign was 
launched.
In this campaign the Institute has 
been in frequent communication with all 
state societies of certified public ac­
countants. This particular venture has 
again illustrated the desirability of 
close cooperation between the national 
and state accountancy organizations, 
which should be greatly facilitated by
the formation of the advisory council 
of state society presidents, provided for 
in a recent amendment to the Institute’s 
by-laws, the initial meeting of which is 
scheduled for the afternoon of January
6 , 1936. As stated in a letter from the 
president of the Institute to presidents 
of state societies, the existence of the ad­
visory council is expected to be of con­
siderable benefit both to the Institute 
and to the state groups, through co­
ordination of the activities of certified 
public accountants throughout the coun­
try.
A u d it s  a n d  P r e v e n t io n  o f  F r a u d
Another subject on which the advice 
and cooperation of the state societies has 
been sought is the possibility of increas­
ing the use of independent audits for 
the purpose of preventing defalcations. 
With increase of the scope of account­
ancy practice, less emphasis has been 
placed in recent years on the value of 
independent audits in prevention of 
fraud, which has always been and re­
mains an important function of the in­
dependent auditor. Especially among 
accounting firms of small or moderate 
size, it is believed that a substantial in­
crease in the volume of practice might 
result from wider understanding of this 
fact. Accordingly, the Institute has 
sought the cooperation of surety com­
panies, which in conjunction with their 
regular advertising and sales efforts are 
in an excellent position to stress the ad­
vantages of independent audits. In order 
to furnish surety companies with data 
to support their arguments the Institute 
is attempting to obtain from certified 
public accountants throughout the coun­
try, with the help of the state societies, 
statistics on the number and extent of 
defalcations in recent years. Prelim­
inary conversations with surety com­
pany representatives resulted in a fa­
vorable reaction to the proposal on their 
part, and early in December a letter was 
dispatched to the presidents of the state 
societies outlining the plan. The replies 
indicate that the desired cooperation will 
be forthcoming. The Institute’s special 
committee on development of accounting 
practice has now undertaken the task of 
carrying out the project.
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L e c t u r e  a n d  S t u d y  G r o u p s
At its first meeting after the annual 
meeting of the Institute, the executive 
committee approved a suggestion that 
younger members of the Institute in the 
larger cities be encouraged to form lec­
ture and study groups for the purpose 
of discussing problems encountered in 
their daily professional work. There 
seemed to be a definite need for some 
means of providing staff men, junior 
partners and younger individual prac­
titioners with an opportunity to acquire 
detailed technical information of a type 
not now available in formal university 
courses or through the regular meetings 
of the professional societies.
The student societies sponsored by 
professional accounting organizations in 
England, and such institutions as the 
American Institute of Banking in this 
country, served as precedents for this 
type of activity. The first lecture and 
study group was organized in New York 
at a meeting on December 6th. The sub­
ject of discussion was “ The preparation 
of accountants’ reports.” Three speak­
ers dealt briefly with subdivisions of 
the general topic, and discussion from 
the floor occupied the remainder of the 
evening. Those present unanimously 
voted in favor of continuation of such 
meetings and another is planned for 
January 21st. In the spring, perhaps, 
a series of lectures and discussions will 
be arranged at fairly frequent intervals. 
Efforts may be made to form similar 
groups in other cities. Their organiza­
tion will be wholly informal, without by­
laws or dues. Their activities will be 
limited to discussion of technical ac­
counting subjects. I f  desired, such 
groups may elect chairmen and secre­
taries for purposes of convenience. The 
New York group has already appointed 
a committee to arrange future prog­
rams.
F i f t i e t h  A n n iv e r s a r y
Plans for celebration of the fiftieth 
anniversary of the Institute, whose di­
rect predecessor, the American Associa­
tion of Public Accountants, was formally 
organized in 1887, have already been 
tentatively formed. The committee in 
charge has selected New York as the
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meeting place, partly because of its ac­
cessibility to representatives of foreign 
societies who will be invited to partic­
ipate in the celebration. The meeting 
will probably consist largely of social 
activities and discussion of the welfare 
and the progress of the profession in this 
country. It is not planned to arrange 
a program of technical papers. Rep­
resentatives of accounting organiza­
tions in this country as well as those 
from abroad will, of course, be invited, 
and a large attendance of members of 
the Institute is expected.
A c c o u n t s  o f  M u n i c i p a l i t i e s
Last summer the executive committee 
then in existence approved publication 
of a pamphlet prepared by the special 
committee on governmental accounting 
under the title Accounts of Govern­
mental Bodies. Publication and dis­
tribution of the 1 0 ,0 0 0  copies of this 
pamphlet which were printed did not 
take place until after the beginning of 
the present fiscal year. This matter is 
believed to deserve special mention, be­
cause it is a splendid illustration of the 
benefits to the profession, as well as to 
the Institute itself, which may be de­
rived from activity of this kind. The 
pamphlet contains a suggested program 
for improvement in administration of 
the fiscal affairs of municipalities, with 
emphasis on the accounts. Copies were 
sent in the first instance to all members 
and associates of the Institute and 
through them thousands of the pam­
phlets have been circulated among munic­
ipal officers and taxpayers. A copy of 
the pamphlet was sent to the chamber 
of commerce or a similar organization 
in every city of the United States with 
a population of 5,000 or more. Copies 
were also sent to the executive officers 
of more than 2 0 0  taxpayers’ associa­
tions and municipal leagues. The Gov­
ernmental Research Association, the 
Municipal Finance Officers’ Association, 
and the American Association of Uni­
versity Instructors in Accounting have 
been supplied with sufficient copies for 
distribution to all their members.
Simultaneously with this circulation 
of the pamphlet descriptive releases were 
sent to newspapers in all states, and
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they have been widely published. As a 
result of this activity numerous requests 
for the pamphlet and further informa­
tion on the same subject have been re­
ceived from many national and local or­
ganizations, municipal finance officers 
and educational institutions. As a 
direct result the special committee on 
governmental accounting has had an op­
portunity to advise municipal officers 
and accountants on specific problems re­
lated to municipal accounting.
B o a r d  o f  E x a m in e r s
One of the outstanding services to the 
profession rendered by the Institute is 
provision of a uniform C. P. A. exam­
ination, adopted by 37 state and terri­
torial boards.
The preparation of the examination 
problems and questions and the grad­
ing of papers is under the immediate 
supervision of the board of examiners. 
In the past few years the board has 
devoted a great deal of time and thought 
to the improvement of these examina­
tions, with the result that many of the 
imperfections discovered in early exam­
inations have been eliminated. The 
board was gratified to learn that at the 
November, 1935, sessions a larger per­
centage of the candidates in cooperating 
states were successful than in any other 
previous examination. The board’s 
gratification was based on the conviction 
that the problems and questions con­
stituted no less a thorough test of the 
knowledge and ability of the candidates 
than those of earlier years, but that 
through the avoidance of unnecessarily 
involved problems, requiring a great deal 
of mechanical work in their solution, 
candidates had been able to do full jus­
tice to themselves. The work of the co­
operating state boards will, it is hoped, 
be facilitated through the provision by 
the Institute’s board of confidential 
analyses of the questions and problems 
in the examinations, which for the first 
time were sent to the state boards imme­
diately after the November sessions in 
order that they might be used as a guide 
in the grading of papers. These analy­
ses do not take the form of official an­
swers or solutions, but rather break
down the questions and problems so that 
local boards may readily see the major 
points involved in them and accordingly 
grant credit to the answers and solu­
tions submitted by candidates.
The board is continuing its offer, as 
announced last year, to attempt to recon­
cile differences in grades awarded by the 
Institute’s examiners and by cooperat­
ing state boards in marking the papers 
of certain candidates. While the review 
of papers to this end involves consid­
erable additional expense to the Insti­
tute ’s board, it is believed that the num­
ber of variances in grades has been re­
duced by this means. The board has re­
ceived indications that many of the co­
operating state boards will follow the 
Institute in adoption of the rule grant­
ing credit to any candidate who passes 
the examination in accounting theory 
and practice, and permitting them to 
sit for re-examination in auditing and 
law. Prior to the November examina­
tions candidates received credit, under 
the Institute’s rules, only after passage 
of two of the three subjects, accounting 
theory and practice being regarded as 
one subject.
In addition to its supervision of the 
written examinations the board passes 
on all applications for admission to the 
Institute, in conjunction with a number 
of which the conduct of oral examina­
tions becomes necessary. Since it is per­
haps not widely understood that the In­
stitute’s oral examinations constitute a 
test of an applicant’s knowledge and 
ability quite as effective as the written 
examinations it may be of interest to 
state that in 1 1  oral examinations con­
ducted during the current year 6 ap­
plicants have failed.
Applicants are admitted to oral ex­
amination only after submitting evi­
dence of practical experience far more 
extensive than that of the average can­
didate at the C. P. A. examinations.
P r o f e s s io n a l  E t h ic s
There has been no opportunity for a 
meeting of the newly elected committee 
on professional ethics to dispose of the 
8  cases transmitted by the predecessor 
committee.
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Under the instructions of the chair­
man of the committee the secretary has 
written several private companies, which 
had made to individual accountants pro­
posals of cooperative activity which ap­
peared inconsistent with the Institute’s 
rules of professional conduct, calling at­
tention to the rules affected.
With the approval of the chairman of 
the committee several items have been 
prepared for publication in the Insti­
tute ’s Bulletin  dealing with questions of 
professional ethics raised in correspond­
ence with Institute members or others.
E d u c a t io n
The committee on education has before 
it a task assigned to it by the council of 
the Institute at its meeting, October 14th,
i.e.: 1) To formulate a policy setting 
forth standards of educational training 
of public accountants; 2) To encourage 
the strengthening of training now avail­
able in collegiate schools of business, 
perhaps by the suggestion that separate 
professional schools of accountancy be 
established; 3) To encourage higher 
educational requirements for the C.P.A. 
certificate, and 4) To cooperate in  
strengthening the Institute’s written ex­
aminations in accordance with the gen­
eral purpose of the Institute’s educa­
tional program.
The chairman of the committee has 
replied to requests for information by 
individual accountants, students and in­
structors on questions related to ac­
countancy education.
A n n u a l  M e e t i n g
A. G. Moss, chairman of the commit­
tee on meetings, as requested, has sub­
mitted the following interim report:
“Since its appointment the committee has 
met twice. A skeleton organization, consist­
ing of eight associate committees of the 
Texas Society of Certified Public Account­
ants, has been formed. A chairman for each 
associate committee has been appointed and 
each chairman has accepted the appointment. 
The board of directors of the Texas So­
ciety of Certified Public Accountants, at a 
meeting held December 6, appropriated for 
use of your committee an amount of money 
which, in the opinion of your committee, 
assures that ample funds will be available
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for entertainment and other expenses inci­
dent to the annual meeting of the Institute 
next October.
“The accountants of Texas are solidly be­
hind your committee and are proud of the 
honor the Institute has done them by select­
ing Dallas as its next annual meeting place. 
Long before next October they hope to make 
all members of the Institute and their ladies 
Annual-Meeting, Great-Southwest, Texas- 
Centennial and Dallas-minded.”
F e d e r a l  T a x a t io n
The committee on federal taxation has 
before it several questions raised by in­
dividual members related to specific pro­
visions of the federal revenue law, or 
regulations issued thereunder. The 
committee is also giving consideration to 
senate bill 2512, known as the lobbyists 
registration bill, which is now before a 
congressional committee, and if  enacted 
in its original form might affect ad­
versely accountants who represent cli­
ents before governmental departments.
P u b l ic a t io n
The continuous duty of the committee 
on publication is to supervise publica­
tion of The Journal of Accountancy, to 
which members of the committee are re­
quired to devote a good deal of time and 
attention. The committee reviews man­
uscripts submitted for publication in 
the magazine and advises the editor on 
subjects for articles of timely interest.
The publication of books by the Amer­
ican Institute Publishing Company, 
Inc., among whose directors are mem­
bers of the committee on publication is 
a closely affiliated activity. A new 
catalogue of the Institute’s publications 
is soon to be issued and plans for pub­
lication of new books will be announced 
later in the year.
S t a t e  L e g is l a t io n
In accordance with the request of the 
president Charles H. Towns, chairman 
of the committee on state legislation, has 
submitted the following statement of the 
program of his commitee for the current 
year:
“It is proposed that the committee, prin­
cipally as a result of work of the Institute’s
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office, continue to obtain information as to 
state legislation and state board rules, and 
make the information which it has available 
to members to as great an extent as is found 
practicable. It is also proposed that the 
committee use the information which it has 
in the study of problems relating to state 
legislation.
“The position of the committee can not be 
made clear without mentioning that a vast 
amount of material relating to the subject 
has been gathered, analyzed and classified 
by predecessor committees.
G a t h e r in g  o f  I n fo r m a t io n
“Data regarding accountancy legislation 
will be currently received during that part 
of the year when the state legislatures are in 
session, from a legislation information serv­
ice. Letters have been sent to accountants in 
states whose legislatures are to be in session 
during the year, requesting certain informa­
tion from them.
D is t r ib u t io n  to  M e m b er s
“In previous years, information relating 
to state legislation which it was believed 
would be of interest to members has been 
published currently in the Bulletin; it is 
proposed that such publication be continued.
“In 1930 a book was published under the 
auspices of the Institute containing the full 
texts of the accountancy statutes of the states 
and territories of the United States. Nu­
merous changes have been made in the laws 
since that book was published and one of 
the problems before the committee is that of 
making readily available to members the 
statutes as they exist, with changes as they 
are made, from time to time.
S tu d y  o f  Q u e s t io n s  o f  S c o p e  a n d  Co­
o r d i n a t i o n
“There are some questions which it is be­
lieved may be worthy of study, relating to the 
scope of the committee’s work and to co­
ordination of its work and cooperation with 
other committees and organizations.
“For example, an important matter which 
is very closely related to state legislation is 
that of the rules of state accountancy boards 
and the administration of the laws. The 
question arises as to whether this committee 
should work on these matters or whether 
some or all phases of them should be the
concern of another committee; or whether, 
possibly, some other organization can do 
what needs to be done in this connection.
“Another question relates to the amount 
of work which this committee should do, if 
any, in connection with state laws affecting 
the work of public accountants, aside from 
the so-called ‘accountancy laws’: for ex­
ample, there are laws relative to no-par 
stock, repurchase by a corporation of its own 
stock, determination of surplus, propriety of 
dividend payments, requirements for ac­
counting reports, and many others. Infor­
mation regarding these laws would be helpful 
to accountants and attention from account­
ants might improve some of the laws. There 
is question, however, as to the practicability 
of this committee’s attempting work on these 
laws, in addition to its other work.
P rocedure o n  P e n d in g  S ta te  L e g isla tio n
“The American Institute of Accountants is 
a national organization. It is proposed that 
at least until the committee has had time for 
further consideration of the matter of its 
relation to state legislation and for consulta­
tion regarding it, the general policy of the 
committee be not to take the initiative and 
not to engage directly and actively on one 
side or the other in connection with contro­
versial matters of legislation in any of the 
state legislatures. This statement is not in­
tended to indicate that the committee will 
decline to furnish information which it has, 
upon request, to members who may be work­
ing for or against the passage of a law or 
laws in a state legislature.”
A c c o u n t in g  P r o c e d u r e
The special committee on accounting 
procedure undertakes to answer in­
quiries on technical accounting questions 
of general interest. Publication of some 
of the responses in the question and an­
swer department of The Journal of A c­
countancy is under consideration.
L ib r a r y  a n d  B u r e a u  o f  I n f o r m a t io n
Following is a statement submitted 
by W. Sanders Davies, chairman of the 
special committee on administration of 
endowment, with respect to the work of 
the library and bureau of information 
over which the committee exercises su­
pervision :
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“The library service consists of reference 
work, circulation of books, the bureau of in­
formation, and compilation of the Account­
ants’ Index.
“The reference work of the library con­
sists of answering questions by correspond­
ence, telephone, telegraph and personal 
conversation. The subject most frequently 
asked for is taxation, both of the United 
States and foreign countries. A great num­
ber of requests also are for judicial decisions 
relating to accountancy and accountants and 
the library is endeavoring to keep a complete 
file of all such decisions. Other subjects fre­
quently asked for are accounting and ac­
countancy under the new federal laws and 
systems of accounting for special types of 
business.
“This work has increased steadily during 
the past year and it is gratifying to learn 
that many members who have never before 
availed themselves of the services of the li­
brary are now taking advantage of this priv­
ilege. They report that they have thus ob­
tained much valuable information unobtain­
able elsewhere. Expressions of appreciation 
have been given by members for help ren­
dered through the library which has been of 
great financial saving to them.
“The compilation and publication of the 
Accountants’ Index constitutes the ground­
work upon which the activities of the library 
are built. This index is the only comprehen­
sive guide to accounting literature. A great 
part of the labor of the staff of the library 
is given to compiling and editing this work.
“In addition to new books and pamphlets 
on accounting and allied subjects, approx­
imately 100 periodicals are analyzed and in­
dexed monthly.
“The department of current literature 
which appears in The Journal of Account­
ancy each month is a valuable supplement 
to the four volumes of the Accountants’ In­
dex. It is the intention of the Institute to 
publish in the early part of 1936 a fifth 
volume of the Index which will include ref­
erences from January, 1932, through Decem­
ber, 1935.
“The privilege of borrowing books and 
pamphlets through the circulation library by 
members and associates has become more 
widely known and used. Works on auditing, 
accountants’ reports, corporations, banking 
and specialized accounting are the most in 
demand and duplicate copies of books on
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these and other subjects are now available to 
borrowers.
“The library is often visited by account­
ants from foreign countries as well as those 
from various parts of the United States, who 
show surprise at the size and extent of our 
collection. The regular visitors to the library 
for reference purposes comprise certified 
public accountants, members of other organ­
izations, business men and students of ac­
countancy. The latter are sent to do spe­
cially assigned work by university professors 
who are themselves members of the Institute.
“The bureau of information offers assist­
ance to members and associates by furnishing 
anonymous opinions and answers to techni­
cal questions. This service is one of the most 
valuable rendered by the organization. The 
committee on administration of endowment 
authorizes from time to time the publication 
of selected opinions which seem to be of gen­
eral importance. These are now published 
in The Journal of Accountancy under the 
head of “Accounting questions.”
“Following are results of the library’s 
operations thus far in the current year:
B e g in n in g  
S e p t e m b e r  1 st
1934 1935
Reference questions 2712 2792
Circulation of books 491 348
Bureau of information
questions 32 46
Reading room attendance 1298 1874”
C o m m e r c ia l  A r b it r a t io n
Plans have been laid for close co­
operation with the American Arbitra­
tion Association in an effort to increase 
participation of accountants in arbitra­
tion of accounting disputes, to educate 
accountants and their clients to the ben­
efits of commercial arbitration and the 
consequent avoidance of litigation, and 
to encourage arbitration of differences 
between accountants themselves and be­
tween accountants and their clients.
C oöp e r a t io n  W i t h  B a n k e r s
The special committee on cooperation 
with bankers plans to confer with rep­
resentatives of the Robert Morris As­
sociates soon after publication of the 
bulletin Examination of Financial 
Statements by Independent Public A c­
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countants, for the purpose of facilitat­
ing wide consideration of the document 
by bankers throughout the country.
C o operation W it h  B ar  A ssociation
Proposed state legislation, defining 
the practice of law and limiting such 
practice to attorneys, has in some cases 
contained provisions which might inter­
fere with the proper and customary ac­
tivities of certified public accountants. 
The Institute’s special committee on co­
operation with bar association is giving 
consideration to recent bills of this type. 
The committee may possibly suggest to 
the American Bar Association a co­
operative effort to eliminate unfair pro­
visions from such measures. The Insti­
tute’s committee has extended to the 
American Bar Association’s committee 
on unauthorized practice of the law an 
offer to discuss any specific cases in 
which accountants may be alleged to 
have infringed upon the field of legal 
practice.
C ooperation  W it h  S e c u r ities  a n d  
E x c h a n g e  C o m m issio n
The special committee on cooperation 
with securities and exchange commission 
has maintained the close and friendly 
relations with the commission initiated 
shortly after the enactment of the se­
curities act of 1933. The committee re­
cently had an opportunity to offer sug­
gestions on preliminary drafts of form 
10-K. An article prepared by the com­
mittee, in collaboration with the special 
committee on cooperation with stock ex­
changes, dealing with annual reports to 
stockholders for 1935 in relation to the 
requirements of the S. E. C. and the 
New York stock exchange, was pub­
lished in the Bulletin  of the Institute 
for December.
C ooperation  W it h  S tock  E x c h a n g e s
Frederick H. Hurdman, chairman of 
the special committee on cooperation 
with stock exchanges, has submitted the 
following interim report of his com­
mittee :
“On Thursday, December 5, 1935, our com­
mittee held a meeting at which J. M. B. Hox- 
sey, executive assistant, committee on stock
list, New York stock exchange, was invited 
to be present.
“Various matters affecting relations with 
the accountants and the stock exchange were 
discussed. Mr. Hoxsey was particularly in­
terested in the trend toward amplification of 
accountants’ certificates and was anxious to 
determine whether or not certificates cover­
ing the 1935 audits would be likely to include 
many qualifications not heretofore considered 
essential by the accountants. Those of us 
who were present expressed the opinion that 
the certificates appended to the annual re­
ports for 1935 would not differ essentially 
from those which have been used in former 
years.
“Mr. Hoxsey suggested the advisability 
of establishing within the Institute a group 
of prominent accountants who might be 
called upon to act as arbitrators in the set­
tlement of differences of opinion between 
the stock exchange, its listed corporations 
and the accountants for those corporations.”
D ev e l o pm e n t  of I n s t it u t e
Members of the special committee on 
development of the Institute have ren­
dered service to the Institute in many 
ways. They continue to be largely re­
sponsible for the steady increase in the 
number of applications for admission to 
the Institute. They have cooperated 
with the executive office in distributing 
news releases to newspapers in various 
localities, and they have transmitted 
copies of the Institute’s Bulletin  and 
other publications to accountants who 
are prospective members of the Insti­
tute.
G o v er n m en ta l  A c c o u n t in g
Lloyd Morey, chairman of the special 
committee on governmental accounting, 
has submitted the following interim re­
port at the request of the president:
“A bulletin prepared by the committee for 
1934-35, entitled Accounts o f Governmental 
Bodies, has been recently published and dis­
tributed by the Institute. The bulletin is 
the second of a series of pamphlets, the first 
of which, Audits of Governmental Bodies, 
was published in 1934. The recent bulletin 
has already provoked extended interest, and 
requests have been received by the secre­
tary’s office for quantities of copies in a
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number of eases. The bulletin has attracted 
attention of the daily press as is indicated by 
the fact that the Chicago Daily News gave a 
full column in its financial section to a com­
mendatory review of the contents.
“The chief activity of the committee for 
the coming year will be cooperating in the 
work of the national committee on munici­
pal accounting. This committee was or­
ganized in 1934 and is made up of represen­
tatives of a number of national organiza­
tions, including the Institute. Its purpose is 
to formulate principles of municipal account­
ing and auditing and promote their general 
acceptance. The chairman of the Institute’s 
special committee on governmental account­
ing represents the Institute on this joint 
committee, and all material is submitted to 
members of the Institute’s committee for re­
view and criticism before being published.
“The national committee has completed 
and published the following preliminary bul­
letins :
Suggested Procedure for a Detailed Mu­
nicipal Audit.
Bibliography of Municipal Accounting.
Municipal Accounting Terminology.
Muncipal Funds and their Balance-sheets.
“Other similar bulletins are in prepara­
tion. The material on municipal accounting 
terminology will be reviewed with the ter­
minology committee of the Institute and the 
closest possible coordination secured. After 
all have been completed and circulated for a 
reasonable time they will be reviewed and 
revised on the basis of criticisms and expe­
rience and will be republished in consolidated 
form in a single volume. The result should 
be a notable contribution to the improvement 
and standardization of accounting and audit­
ing procedures in this important field.”
I n v e n t o r ie s
E. A. Kracke, chairman of the special 
committee on inventories, has submitted 
the following statement of his commit­
tee’s activities and plans, as requested 
by the president:
“At the time of the committee’s appoint­
ment in July, 1933, there was assigned to it 
the task of collaborating with the subcommit­
tee on inventory valuations, of the American 
Petroleum Institute’s committee on uniform 
methods of oil accounting, in the efforts of
that body to bring about a desirable degree 
of uniformity in the valuation of oil com­
panies’ inventories.
“While the principle of ‘cost or market, 
whichever is lower’ may be said to have had 
a theoretical recognition in the petroleum 
industry as a broadly guiding theory, in ac­
tual practice there were divergencies of con­
siderable extent in the application of the 
general principle. To a large degree this 
situation seems to have been due to very 
appreciable fluctuations in the market values 
of crude oil and the products refined there­
from, which engendered problems affecting 
both the balance-sheet and the income ac­
count in an important degree because of the 
relatively dominant position of the inven­
tories in the case of oil companies as regards 
both of these financial statements.
“The scope of our joint deliberations with 
the subcommittee mentioned did not include 
the discussion of the details of cost or cost 
computations, either in respect of the pro­
duction costs of crude oil or the manufactur­
ing costs of products, but was restricted to 
the abstract consideration of cost and market 
valuations as constituting the factors of in­
ventory valuations.
“In the course of our initial joint delib­
erations it became apparent that diver­
gencies of views and viewpoints on the sub­
ject under discussion existing among the 
member companies of the American Petro­
leum Institute, as reflected by the members 
of that body’s subcommittee on inventory 
valuations, indicated the desirability of their 
making further efforts within their own 
group to arrive at a general consensus of 
opinion, in order that our committee’s ap­
proach to the subject might be from the 
standpoint of dealing with a matter that we 
could view as being in the realm of an indus­
trial practice, either existent or proposed. 
As a result, the subcommittee mentioned 
and its parent committee (committee on uni­
form methods of oil accounting) after fur­
ther consideration on their part, laid the 
matter before the board of directors of the 
American Petroleum Institute, recommend­
ing the principle of ‘last in, first out.’ The 
board of directors in turn recommended this 
principle to the membership of the American 
Petroleum Institute. This recommendation 
reflected the majority, but not unanimous, 
view of that board.
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“Since that action and during the current 
year, seventeen of the members of that Insti­
tute (including a few that had practically 
been using that method in their own accounts 
for several years) either adopted it or re­
solved to adopt it.
“The most recent joint session of our com­
mittee with the Petroleum Institute’s sub­
committee occurred on the eighteenth of 
December, 1935. At this meeting, our com­
mittee found that considerable progress had 
been made by the representatives of the 
Petroleum Institute in arriving at a con­
sensus of views on the subject under dis­
cussion; however, unanimity of viewpoint 
was still lacking within the membership of 
the Petroleum Institute’s subcommittee.
“The discussion at this last joint session 
served to clarify various matters in the 
minds of our own committee members, so 
that we expect to be able, in the very near 
future, to present to you our report on the 
matter. It is the hope of the American 
Petroleum Institute’s committee on uniform 
methods of oil accounting that they may 
ultimately receive from the American Insti­
tute of Accountants an expression of ap­
proval of what they are endeavoring to es­
tablish as an industrial inventory valuation 
practice. Our discussions with the represen­
tatives of the American Petroleum Institute 
have been wholly ‘exploratory,’ leaving the 
matter of authoritative expression of opinion 
for the action of our Institute’s appropriate 
body after the presentation of our report.”
P u b l i c  U t i l i t y  A c t  o f  1 9 3 5
J. M. Bowlby, chairman of the special 
committee on public utility act of 1935, 
has submitted the following interim re­
port in accordance with the president’s 
request:
“It was contemplated that this special 
committee would review, and advise the se­
curities and exchange commission with re­
spect to administrative regulations under 
the act; would collaborate with the existent 
special committee on cooperation with secu­
rities and exchange commission; and might 
be in position to render substantial services 
by issuing a report on the problems encoun­
tered. The securities and exchange com­
mission was informed of its appointment 
and was offered its assistance in the drafting 
of regulations and forms.
“To date the activities of the committee
have been somewhat curtailed as a result of 
pending litigation as to the constitutionality 
of the act. However, the committee has re­
ceived from the commission a preliminary 
draft of rules to be promulgated under sec­
tion 12 (i) of the act, relating to informa­
tion to be filed by persons employed or re­
tained, by any registered holding company 
or any subsidiary company thereof, to pre­
sent, advocate or oppose any matter affect­
ing such holding company or subsidiary. As 
a result of its representations, the committee 
was able to obtain a statement from the com­
mission that the administrative rules in ques­
tion will be redrafted and will be accom­
panied by definitions which will clearly indi­
cate that the requirements of section 12 of 
the act shall not be applied to public ac­
countants so long as their services consist in 
examining and certifying to financial state­
ments and supporting schedules or other fac­
tual information and that accounting services 
of this nature shall not be determined to re­
quire registration under section 12 of the 
act and the related commission rulings. The 
commission informed your committee that a 
revised draft would be presented for further 
review before final adoption by the com­
mission.
“While not directly within the scope of the 
designated functions of this committee, there 
has been referred to it a tentative draft of a 
uniform system of accounts prepared by the 
federal power commission for licensees and 
public utilities subject to the provisions of 
the federal water power act or the federal 
power act. This matter is now having the 
consideration of the committee.”
S o c ia l  S e c u r it y  A c t
The following statement of activities 
of the special committee on social secur­
ity act has been submitted by Fred J. 
Duncombe, chairman of that committee:
“At the time of the creation of the special 
committee, its purpose was stated to be ‘to 
study the social security legislation passed by 
the recent congress as it may affect account­
ants and their clients.’
“The special committee decided almost im­
mediately that its study of the social secu­
rity act should be confined strictly to the 
accounting requirements under the provisions 
of the act and to ignore, as a committee, the 
political, economic, and legal aspects of the 
act.
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“Moreover, since the taxes levied upon em­
ployers and employes relating to old-age 
benefits do not become operative until Janu­
ary 1, 1937, whereas the taxes levied upon 
payrolls in connection with unemployment 
become effective January 1, 1936, the com­
mittee has, to a considerable extent, concen­
trated its attention upon the latter.
“On September 30, 1935, John K. Mathie- 
son and John L. Carey called at the offices of 
the social security board in Washington 
and conferred with Ralph B. Harris, a mem­
ber of the staff, in the absence of all three 
members of the board.
“They learned that little had been accom­
plished in the way of developing administra­
tive procedure, but proffered the assistance 
of our committee and invited cooperation 
with us. Also, arrangements were made for 
Mr. Harris to attend the Institute’s annual 
meeting in Boston for the purpose of meet­
ing with the other members of our commit­
tee, as well as with other accountants who 
might be interested.
“On October 14, 1935, Mr. H arris wrote 
Mr. Carey that it had been decided that 
sufficient progress had not been made to 
make it advisable to discuss the problems, 
even informally, at that time, and that it was 
decided it would be better not to send any­
one to the Institute meeting.
“Mr. Mathieson again called on Mr. Harris 
on December 12, 1935, and found that, in 
effect, the board had accomplished little in 
the way of tangible results, but was still 
feeling its way. He was able to obtain a 
copy of a release of the board which he for­
warded to Mr. Carey with the suggestion 
that it be published in the next issue of the 
Bulletin. Since this communication reached 
Mr. Carey too late for insertion in the De­
cember Bulletin, it can be published in the 
January issue.
“Mr. Mathieson also discussed in Washing­
ton the possibility of arranging a conference 
on January 6th or 7th of the members of our 
committee with Mr. H arris and/or Mr. Alt- 
meyer, a member of the board. Mr. Mathie­
son understands that the board may welcome 
this opportunity and we hope to establish 
ourselves more definitely as advisors to the 
board.
“Due to the fact that the social security 
board has not yet begun to function in an 
administrative capacity, and that no regula­
tions were issued by the treasury depart­
ment until the ‘preliminary’ regulations (T.
D. 4616) issued under date of December 20,
1935, relating to records to be maintained 
in connection with the excise tax imposed by 
title IX  of the social security act, the 
committee has felt that, in the absence of 
official pronouncements, it had little to re­
port which would be of real value to prac­
tising accountants and their clients.
“Moreover, only nine states and the Dis­
trict of Columbia have enacted legislation 
relating to unemployment compensation 
( n o t e : The nine states are—Alabama, Cali­
fornia, Massachusetts, New Hampshire, New 
York, Oregon, Utah, Washington, and Wis­
consin. In  addition, North Carolina has 
passed an empowering law giving the state 
administration authority to set up machinery 
corresponding to the federal act.) Since the 
taxes levied under title IX  of the federal 
act are so definitely affected by correspond­
ing legislation of the various states, the com­
mittee has been handicapped by this absence 
of legislation in many of the states in its 
considerations of the records required. 
( n o t e : Mr. Mathieson and the writer both 
reside in states which have not enacted such 
legislation.)
“Recognizing the probability of a consid­
erable degree of variance among the laws 
of the several states, and the difficulty the 
few members of our committee would have 
in assimilating all of the requirements of the 
various state laws, we feel that the presidents 
of the state societies can be of great assist­
ance to the committee. Consequently, the 
state society presidents have been requested 
to submit to the committee questions and 
suggestions which, in their opinion, would 
be helpful.
“Several practising accountants have cor­
responded with the committee with regard to 
the requirements of the act, and their ques­
tions have been answered to the best of our 
ability from the information available.
“The activities the committee proposes to 
undertake during at least the early part of 
1936 are outlined as follows:
1. Continue its attempts to contact the so­
cial security board in Washington and 
to establish itself as an advisor of the 
board.
2. Continue its study of the accounting re­
quirements as to the tax imposed under 
title IX  of the federal act and make a
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recommendatory report thereon at an 
early date.
3. Serve as a clearing house for questions 
and information supplied, as to the re­
quirements in individual states, by the 
state society presidents.
4. Continue to answer inquiries of individ­
ual accountants or firms as to the re­
quirements under the act.”
S tate  C orporation L a w s  
The special committee on state corpo­
ration laws has devoted more than a 
year of study to the provisions of vari­
ous state laws dealing with the treat­
ment of treasury stock. An analysis of 
such provisions prepared by the com­
mittee appeared in the Bulletin of the 
Institute for December, 1935. As a re­
sult of its study the committee has 
drafted recommendations, related to the 
treatment of treasury stock in the ac­
counts of a corporation, which are now 
before the executive committee for con­
sideration.
T erm inology  
The chairman of the special commit­
tee on terminology is reviewing the final 
draft of a manuscript which is the result 
of four practically complete revisions of 
the report published in book form in
1931 under the title Accounting Termi­
nology. It is planned soon to distribute 
copies of the final draft in mimeo­
graphed form among accounting practi­
tioners and instructors in accounting 
for final criticism, in the hope that after 
the last necessary changes shall have 
been made it will be possible to publish 
a new edition of the book before the end 
of 1936.
M isc e ll a n e o u s  
The staff of the Institute has been 
entrusted with a number of activities 
which are conducted under the general 
supervision of the executive committee.
For several years the employment serv­
ice has been maintained for members 
and other accountants, who are regis­
tered without charge. During the past 
few months there has been a noticeable 
increase in the activity of the employ­
ment exchange. Since the last annual 
meeting about 20 accountants are known 
to have obtained positions as a direct 
result of the Institute’s efforts.
The publicity program initiated sev­
eral years ago has resulted in a steadily 
increasing number of references to the 
Institute in the public press. Two hun­
dred and eighty-six newspaper and 
magazine clippings referring to the 
Institute by name have been received 
since the beginning of this fiscal year, 
an average rate of 71 a month in com­
parison with 65 a month in the same 
period last year.
The increase in number and scope of 
the various activities of the Institute 
have commensurately increased the 
problem of providing members and as­
sociates with full information about 
what is going on. The monthly Bulletin  
is the principal medium through which 
this can be done, although occasionally 
circular letters and special reports of 
committees supplement information in 
the Bulletin.
The quantity of information on hand 
which was believed to be of direct inter­
est to members necessitated publication 
in December of a Bulletin of 32 pages, 
the largest issue in the 11 years during 
which this magazine has been published.
The president and the executive com­
mittee have requested the secretary to 
attend meetings of state societies as fre­
quently as possible and to explain the 
objectives and activities of the Institute 
at such meetings when opportunity oc­
curs. In accordance with this general 
policy the secretary, since the annual 
meeting in October, has spoken at meet­
ings of certified public accountants in 
Tulsa, Dallas, Little Rock, Memphis, St. 
Louis and Kansas City and has at­
tended meetings of the New Jersey and 
New York state societies.
In accordance with the present devel­
opment of closer relations between the 
state societies and the Institute the sec­
retary’s office has sent to the president 
of each state society copies of reports of 
Institute committees for the fiscal year, 
1934-35, containing matter which might 
be of interest and assistance to state 
society committees engaged in similar 
work.
Respectfully submitted,
J o h n  L. Ca r ey , Secretary. 
December 31, 1935
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TENTH ANNIVERSARY OF AMERICAN 
ARBITRATION ASSOCIATION
The tenth  anniversary of the found­
ing of the American Arbitration Asso­
ciation will be celebrated at a dinner at 
the Astor Hotel, New York, on Febru­
ary 4, 1936.
Walter A. Staub and J. Pryse Good­
win, both of New York, members of the 
American Institute of Accountants are 
members of the tenth-anniversary com­
mittee of the association.
SECOND MEETING OF LECTURE AND 
STUDY GROUP
The second meeting of the New York 
lecture and study group of the Institute 
will be held on January 21st at the Edi­
son hotel, New York, for discussion of 
form 1 0 -K recently issued by the securi­
ties and exchange commission.
The organization of this group and 
its initial meeting were described in the 
December Bulletin. It is intended to 
serve as a forum for discussion by staff 
assistants and younger partners or in­
dividual practitioners of topics of par­
ticular interest to them. Speakers at 
the meeting on January 21st will be C. 
Oliver Wellington, Philip N. Miller and 
George Cochrane, all of New York. 
Maurice E. Peloubet, chairman of the 
Institute’s board of examiners, will pre­
side. The meeting will be preceded by a 
dinner.
Arrangements have been made by a 
committee consisting of Harold R. Caf- 
fyn, Lester A. Krahe and Harvey C. 
Stafford.
UNIVERSITY INSTRUCTORS IN 
ACCOUNTING
The twentieth annual meeting of the 
American Association of University In­
structors in Accounting was held at the 
Commodore hotel, New York, on De­
cember 27th-28th, 1935. The meeting 
was in conjunction with the annual 
meetings of the American Statistical As­
sociation, American sociological society 
and eight other organizations.
NATURAL BUSINESS YEAR
The natural business year council, 
which, with the cooperation of organi­
zations of accountants, credit men, bank­
ers, trade associations and others, is 
sponsoring the current campaign for 
wide adoption of natural fiscal periods, 
reports that in many states definite 
steps have been taken to bring the sub­
ject to the attention of business men. 
The formation of state counterparts of 
the natural business year council is pro­
gressing satisfactorily.
At the suggestion of the American 
Institute of Accountants state societies 
of certified public accountants have 
taken the initiative in enlisting the sup­
port of other groups in behalf of the 
campaign. They have been instrumen­
tal in distributing the four-page pam­
phlet, entitled The Natural Business 
Year as the Proper Fiscal Period, 
among individual clients of public ac­
countants, members of associations 
of commerce and industrial associations, 
executives of trade associations, bankers, 
attorneys and others who might be in­
fluential in promoting adoption of the 
natural business year. Almost without 
exception the state societies have indi­
cated their willingness to cooperate in 
the movement.
The secretary of the Robert Morris 
Associates reports that members in 
twenty-eight states have been delegated 
to assist in the campaign in their com­
munities. Many of these men have be­
gun active participation in the program 
of the natural business year council. In 
addition to using their influence per­
sonally with individuals they have un­
dertaken to assist in the formation of 
state natural business year councils.
S t a t e  C o u n c il s
The organization of state councils is 
considered by the national council to be 
of great importance. It is not expected 
that success will be attained through a 
short and intensive campaign but 
rather through persistent effort over a 
period of months, or even years. In its 
correspondence with state groups which 
have promised their cooperation the 
council has repeatedly urged the forma-
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tion of state councils so that there may 
be proper organization to conduct an 
extended campaign. It appears best 
that arguments in behalf of the natural 
business year be presented to business 
men in the name of groups in which a 
number of interests are represented, 
rather than in the name of accountants, 
credit men, bankers, or any other one 
interest, singly, and for this reason also 
state councils are regarded as essential.
There exist, within the framework of 
many state societies of certified public 
accountants, agencies which, because of 
their past activities, are now in a posi­
tion to facilitate the formation of state 
natural business year councils. Most 
state societies have committees either on 
natural business year or on cooperation 
with bankers and other credit men. 
Committees of either type which have 
been active in the past usually are al­
ready acquainted with other groups 
which could properly compose a state 
natural business year council.
I n d iv id u a l  E f f o r t s
The council has been gratified to learn 
with what enthusiasm many individuals 
have been working in behalf of the nat­
ural business year. Accountants, in 
their relations with their clients, and 
bankers, in their relations with their 
customers, have redoubled their efforts 
to present the natural business year for 
consideration. A number of instances of 
success from such efforts have been re­
ported. The Institute’s special commit­
tee on natural business year urges mem­
bers of the Institute to make unusual 
efforts at this time to convince their 
clients of the advantages of natural fiscal 
periods.
C h a r t  t o  D e t e r m i n e  N a t u r a l  Y e a r
In order to facilitate determination 
by individual accountants of the natu­
ral business years of their clients the 
Institute’s committee has devised a 
chart upon which monthly averages of 
production of finished goods, raw mate­
rials, goods in process, sales and ac­
counts receivable can be entered and 
summarized. The chart also is adapt­
able for analysis of other factors which 
enter into determination of the natural
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business year of a particular concern. 
A copy of this chart is being sent to 
each member and associate of the Insti­
tute with this Bulletin. It is expected 
that, if  he so desires, each accountant 
will have the chart reproduced in suffi­
cient quantities to permit study of the 
natural business year of each of his 
clients.
AUDITS AS PROTECTION AGAINST 
FRAUDS AND DEFALCATIONS
As a part of its program to aid mem­
bers and accountants in general, the In­
stitute has recently been in touch with 
leading surety companies to enlist their 
cooperation in advising the public as to 
increases in fraud and defalcations and 
the protection against such losses af­
forded by independent audits.
It had been reported to the Institute 
by various members that in the last three 
or four years they have discovered many 
more defalcations than in the preceding 
ten years. Surety companies also have 
noted the increase in defalcations and 
are prepared to emphasize this situation 
in their publicity and dealings with in­
dividual businesses.
In order to obtain definite informa­
tion which can be cited as indicating the 
increased number of defalcations and 
other frauds, the Institute has asked the 
cooperation of state societies of certified 
public accountants and their members. 
During December a letter was addressed 
to the president of each state society 
saying, in part, the following:
“ It will be helpful to our profession 
and to the surety companies if  we may 
call their attention to numerous cases. 
These can be reported without names, 
unless the case has received substantial 
publicity. Will you please refer this 
matter to the members of your society, 
asking each member to report to your 
secretary cases in recent years coming 
to his knowledge? If then your secre­
tary will assemble this material and for­
ward it to 135 Cedar Street, New York 
city, the Institute will act as a clearing 
house, presenting the facts to the surety 
companies for use in their campaign.”
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APPOINTMENT OF CHIEF ACCOUNT­
ANT OF S.E.C.
Carman G. Blough, for the past year 
a member of the staff of the securities 
and exchange commission, has recently 
been appointed chief accountant of the 
commission. Mr. Blough is a certified 
public accountant of Wisconsin and of 
North Dakota, receiving his certificates 
in 1922 and 1930, respectively. He was 
at one time a member of the Wisconsin 
state board of accountancy.
He is a graduate of Manchester Col­
lege and has done post graduate work 
at Columbia University, and the Uni­
versity of Chicago, University of Wis­
consin and Harvard University. He 
received the master of arts degree from 
the University of Wisconsin and has 
completed residence and preliminary ex­
amination requirements for the doctor 
of philosophy degree at Harvard Uni­
versity.
Since his graduation from college, 
Mr. Blough has taught accounting and 
economics in several universities. He 
was professor of accounting and head of 
the accounting department at the Uni­
versity of North Dakota for four years.
For more than five years he was at­
tached to the Wisconsin tax commission 
as field auditor, assistant chief auditor 
in the income-tax department and pub- 
lic-utilities statistician, consecutively. 
For more than two years he was secre­
tary of the Wisconsin state board of 
public affairs and, as such, was in charge 
of budgeting and auditing for all state 
departments.
Mr. Blough has acted over a period 
of years as consultant on matters of 
accounting and finance. In 1934 he was 
in charge of the revision of the classifica­
tion of accounts for electric and gas 
utilities in Illinois for the Illinois Com­
merce Commission.
He is a member of the American Asso­
ciation of University Instructors in Ac­
counting.
During the period that he has been 
with the securities and exchange com­
mission, he has served as security ana­
lyst and assistant director of the regis­
tration division.
ANNUAL REPORTS OF CORPORATIONS 
REQUIRED BY S.E.C.
The securities and exchange commis­
sion on December 20th announced the 
adoption of rule KA-1 under the securi­
ties exchange act of 1934, requiring 
each issuer of a security registered on a 
national securities exchange to file an 
annual report on a prescribed form not 
more than 1 2 0  days after the close of 
each fiscal year ending on or after 
December 31, 1935. At the same time 
the commission issued form 10-K, to be 
used for this purpose by corporations 
having securities originally registered 
on form 10. Announcement was made 
that forms for use by other classes of 
corporations are to be issued shortly.
Following is the text of rule K A -1:
“An annual report for each issuer of a 
security registered on a national securities 
exchange shall be filed, on the appropriate 
form prescribed therefor, not more than 120 
days after the close of each fiscal year end­
ing on or after December 31, 1935, or such 
other period as shall be prescribed in the 
instruction book applicable to the particular 
form. In case the registrant finds it im­
practicable to file the report within such 120 
days, it may file with the commission an ap­
plication for an extension of time to a speci­
fied date within six months after the close 
of the fiscal year. Such application shall 
state the grounds of impracticability and 
shall contain an agreement to file the report 
on or before such specified date. The appli­
cation shall be deemed granted unless the 
commission within ten days after receipt 
thereof shall enter an order denying the ap­
plication as being unreasonable and unneces­
sary under the circumstances.”
As had been expected, the book of 
instructions which accompanied form
10-K required that financial statements 
submitted with annual reports be certi­
fied by independent public or independ­
ent certified public accountants. The 
requirements as to the form and con­
tent of the accountants ’ certificates are 
the same as for form 10. Likewise the 
substance of the financial statements re­
quired is the same as in form 1 0 , with 
the exception that historical data sub­
mitted at the time of original listing of
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securities of the company is not re­
quired with annual reports. The new 
form 10-K is to be used by the majority 
of listed corporations. The require­
ments of the form are based upon the 
principle of reporting the changes that 
have occurred during the preceding fis­
cal year in the matters reported in the 
original application for registration. 
The principal items in the financial 
statements required are balance-sheets 
as of the close of the fiscal year and 
profit-and-loss statements for the fiscal 
year. In the interest of a better presen­
tation and greater clarity for the inves­
tor consulting the report, a certain 
amount of rearrangement of the mate­
rial has been made.
The requirements as to when the 
break-down of a securities portfolio 
should be given have been restated and 
changed to some extent. A  break-down 
of marketable securities is required if  
exceeding 15% of total assets—likewise, 
of other investments. A similar break­
down is required if the total of market­
able securities and other security invest­
ments exceeds 20% of total assets. In  
both instances, however, provision is 
made for grouping a portion of these 
securities without detailing them.
In accordance with the provisions of 
the act, application may be made for 
confidential treatment of particular in­
formation contained in the annual re­
port. The technique to be followed in 
this regard is the same as that used at 
the time of original registration.
As in the case of the registration 
forms adopted by the commission, the 
corporations and their accountants are 
given latitude in the manner of pre­
senting the required data. The empha­
sis remains on substance rather than on 
form.
Touche, Niven & Co. announce the admis­
sion to partnership of C. Herbert Gale, of 
New York, Carol F. Hall, of New York; 
Jesse F. Kaufmann, of New York, C. Alvin 
Koch, of Chicago, George J. Lehman, of 
Cleveland, and George C. Ludolph, of Minn­
eapolis.
RECORDS TO BE KEPT UNDER SOCIAL 
SECURITY ACT
Announcement has been made by the 
social security board that no anxiety 
need be felt by employers subject to the 
social security act of 1935 because rules 
and regulations covering the adminis­
trative and taxing provisions of this act 
have not been promulgated. The board 
calls attention to the fact that the taxes 
until title IX  of the act, which are the 
first for which employers are liable, do 
not accrue until the calendar year of 
1936 and no return or payment is due 
until January, 1937.
On December 23rd the United States 
treasury department, which administers 
title IX  of the act, announced a deci­
sion relating to the records to be main­
tained by employers and indicated that 
regulations under this title are in proc­
ess of preparation and will be issued at 
an early date.
Following is, in part, the text of the 
announcement of the social security 
board to which reference has been made:
“The attention of the social security board 
has been directed to the anxiety of employers 
regarding payroll and other records which 
may be imposed upon them for the purpose 
of supplying data to the federal and state 
governments with respect to old-age benefits 
and unemployment compensation under the 
social security act (public—No. 271—74th 
congress).
“May we suggest that you make this letter 
public to announce the fact that both the 
board and the treasury department are mak­
ing progress in the preparation of rules and 
regulations. The absence of the receipt of 
these rules and regulations covering the ad­
ministrative and taxing provisions of the act, 
need cause no immediate concern to em­
ployers, since the first taxes for which em­
ployers are liable are those under title IX, 
which do not accrue until the calendar year
1936. This is an excise tax on payrolls of 
employers of eight or more persons. No 
return or payment of this tax is due until 
January 1937.
“Taxes for old-age benefits under title 
VIII of the act first accrue on January 1,
1937. This is an income tax on employees and 
an excise tax on employers, with respect to
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employment after December 31, 1936. As 
yet it has not been determined when the first 
collection of these taxes will begin.
“The social security board, the children’s 
bureau of the department of labor and the 
bureau of internal revenue of the treasury 
department are now working on rules, regu­
lations, forms and procedures for all titles 
of the act, including the requirements for 
estimating the amounts to be granted to the 
states under the several sections of the act 
already mentioned.
“When the requirements have been deter­
mined for all provisions of the act, both the 
federal and state governments will neces­
sarily notify employers, through proper 
channels, of the forms and returns required 
in the administration of the social security 
act. Pending such notice, which will be 
given in ample time, there need be no haste 
at present for employers to make arrange­
ments regarding the purchase of legal and 
accounting procedures and new payroll and 
record forms.”
Treasury decision 4616 requires rec­
ords showing the following:
1. The total amount of remuneration pay­
able in cash or otherwise, showing sep­
arately :
a) Total remuneration paid for services 
excepted by section 907 (c),
b) Total remuneration payable for 
services outside the United States,
c) Total remuneration payable for all 
other services.
2. Amount of contribution paid into any 
state unemployment fund, showing sep­
arately :
a) Payments made and not deducted 
(or deductible) from remuneration 
of employees,
b) Payments made and deducted (or 
deductible) from remuneration of 
employees,
c) Payments made with respect to 
services excepted by section 907 (c).
3. Such other information as will enable 
the commissioners to determine whether 
a person is subject to the act, and the 
amount of the tax.
4. The records must show the total amount 
of remuneration actually paid each 
calendar month and the total number 
of individuals employed each month, or 
for lesser periods if the employer so 
elects.
No particular method of accounting 
or form of record is prescribed by the 
treasury department. Each person may 
adopt such records and such method of 
accounting as may best meet the require­
ments of his own business provided that 
they clearly and accurately show the in­
formation required and enable him to 
make a proper return.
CENSUS OF BUSINESS
The Institute has received further in­
formation on the extent to which the 
profession of public accounting will be 
surveyed in the census of business now 
being conducted by the bureau of the 
census of the United States department 
of commerce. Field work on the census 
began January 2nd.
All accounting and auditing firms will 
be canvassed for reports of their 1935 
operations. The information requested 
will include legal form of organization 
(sole proprietorship, partnership, cor­
poration, etc.), number of active propri­
etors and firm members, paid employees, 
receipts for services in 1935, payrolls 
and other facts.
“ The published results will furnish 
for the first time a nation-wide measure­
ment of the accounting and auditing 
profession, thereby establishing in a 
definite manner its importance in the 
field of business,” according to a letter 
from J. M. Rae, chief of the finance, 
insurance and business-service division 
of the census.
The census is conducted on an estab­
lishment basis rather than on the basis 
of individuals engaged in particular pur­
suits. No effort is to be made to deter­
mine the number of public accountants, 
although the census is expected to reveal 
the number of accountants practising as 
principals or sole proprietors. It is ex­
pected that the field work of the census 
will be completed within three months 
and preliminary reports will be avail­
able by July, 1936.
Howard P. Nicholson and Lewis P. Fox, 
of Syracuse, announce the formation of the 
partnership of Nicholson Fox with offices 
in the Herald Building, 332 South Warren 
St.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from 
articles referring to the American Insti­
tute of Accountants, which have ap­
peared in the public press during recent 
weeks:
An aggressive campaign to encourage 
wider use by industry of “the natural busi­
ness year” will be launched by accountants, 
bankers, credit men and representatives of 
management associations, as a result of plans 
drawn up at a meeting here last week, in 
conjunction with the executive committee of 
the American Institute of Accountants.
The group decided at the meeting, which 
was held Friday night, to form a Council on 
Natural Business Year to conduct the cam­
paign.
The Times, New York.
The recent formation of the consultative 
committee of investment bankers to co­
operate with the securities and exchange com­
mission in supervision of over-the-counter 
sales of securities is commended in the No­
vember issue of The Journal of Accountancy 
as a step toward perpetuating the valuable 
portions of the investment bankers code of 
fair practice, which became ineffective when 
the N.R.A. was declared unconstitutional.
The Journal, which is the official publica­
tion of the American Institute of Account­
ants, refers to the investment banker’s code 
as one of the few good things accomplished 
by the N.R.A.
The Times-Union, Brooklyn.
Cook county’s muddled accounting prac­
tices may or may not have been an inspira­
tion, but the American Institute of Account­
ants has proposed a six-point plan for ob­
taining proper administration of the fiscal 
affairs of municipalities which is particu­
larly applicable to the affairs here.
Pointing out that there are more than 175,- 
000 governmental units in the United States 
and that every citizen is a “stockholder” in 
one or more of these, the Institute asserts 
that no one escapes a share of the expense 
of maintaining these various branches of 
government.
The News, Chicago.
Announcement that after January 1, 1936, 
admission to the American Institute of Ac­
countants will be restricted to certified pub­
lic accountants was made last night by 
Colonel Robert H. Montgomery, president 
of the Institute. At the same time, Colonel 
Montgomery announced the formation of an 
advisory council of presidents of state socie­
ties of certified public accountants to meet 
with the Institute.
These administrative changes became effec­
tive with the completion of a mail ballot on 
amendment of the by-laws, authorized at 
the annual meeting of the Institute at Bos­
ton in October.
Journal of Commerce, New York.
Advice regarding the form and content of 
annual reports of corporations to stock­
holders, incident to the requirements of the 
securities and exchange commission and the 
stock exchanges, has been issued by the two 
special committees of the American Institute 
of Accountants which cooperate with those 
bodies.
Commercial and Financial Chronicle,
New York.
The securities exchange act of 1934 and 
the forms and regulations promulgated un­
der it will undoubtedly influence the submis­
sion of annual reports in greater detail, ac­
cording to the two special committees of the 
American Institute of Accountants which co­
operate with the securities and exchange 
commission and the stock exchanges.
The committees have issued a bulletin of 
advice regarding the form and content of 
annual reports of corporations to stock­
holders in the light of requirements of the 
commission and the stock exchanges.
The Herald, Washington, D. C.
The executive committee of the American 
Institute of Accountants has authorized the 
formation of lecture and study groups for 
younger members of the Institute in several 
large cities. The purpose of this experi­
ment is to provide a forum for discussion of 
practical problems of direct interest to staff 
assistants and to younger practitioners on 
their own account.
The Journal of Commerce, New York.
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ACTIVITIES OF LOCAL SOCIETIES
N a t u r a l  B u s i n e s s  Y e a r
The activities of the natural business 
year council and plans for cooperating 
locally in the national campaign of the 
council have been widely discussed at 
meetings of state societies of certified 
public accountants during the past six 
weeks. State counterparts of the na­
tional council are being formed in many 
states. Almost without exception the 
societies are taking steps to present the 
advantages of natural business years to 
business men in their respective com­
munities. Prominence was given to this 
matter in nearly all publications of state 
societies for the months of December 
and January.
T a x  L ib r a r y
A tax reference library has been made 
available to members of the Pennsyl­
vania Institute of Certified Public Ac­
countants at the office of the institute 
in the Land Title Building, Philadelphia. 
The collection at present consists of 
eleven loose-leaf tax services which will 
be kept currently up to date. The li­
brary is to be used only as a consulting 
library. No books or parts of books can 
be borrowed. It is planned to add new 
services to the collection as the need for 
them arises.
C o o p e r a t io n  w i t h  T a x in g  
A u t h o r i t ie s
Representatives of the Pennsylvania 
Institute of Certified Public Account­
ants participated in a conference on 
problems of administration of the for­
eign franchise, corporate net-profit-in- 
come tax and other tax measures admin­
istered by the Pennsylvania state de­
partment of revenue. The conference 
was held under the sponsorship of the 
department of revenue at Harrisburg 
on December 17th. It was attended also 
by other accountants, attorneys and 
•agents practising before that depart­
ment.
This was the first meeting of its kind 
and was devoted largely to the types of 
forms to be used by corporations in fil­
ing tax returns. The conference was
under the direction of William R. Main, 
chairman of the committee on legisla­
tion of Pennsylvania institute.
N e w  P u b l ic a t io n
Vol. I, No. 1 of The Report, a publi­
cation of the Colorado Society of Certi­
fied Public Accountants, made its ap­
pearance in December. It will be issued 
quarterly.
Its introduction states that it is con­
ceived as an official organ of the Colo­
rado Society of Certified Public Ac­
countants in the hope that it will be 
useful in disseminating information to 
the members of the society and with the 
desire that it will help to form a con­
necting link between each certified pub­
lic accountant and the profession as an 
entirety.
It is in the form of an eight-page 
pamphlet enclosed in a blue cover. It 
contains a list of the officers, directors 
and committee members and a roster of 
the members of the Colorado Society 
and the members of the State Board of 
Accountancy. Topics of current impor­
tance such as the natural business year 
and federal social security act are 
treated in signed articles. Other items 
of interest are presented as notes.
U n e m p l o y m e n t  C o m p e n s a t io n
In conjunction with the Boston Chap­
ter of the National Association of Cost 
Accountants, the Associated Industries 
of Massachusetts and other bodies, the 
committee on legislation of the Massa­
chusetts Society of Certified Public Ac­
countants has recommended to the com­
mission administering the unemploy­
ment act of Massachusetts that, among 
other th ings:
a) No exact payroll form be re­
quired, but that each employer be per­
mitted to use his own form, provided it 
sets forth all of the required informa­
tion,
b) Recommendation be made to the 
legislature not to increase the $2,500 
salary base,
c) The reporting of salaries and 
wages be on an accrual basis in order to 
conform with the federal law.
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MEETINGS AND ELECTIONS
District of Columbia Institute of Certified 
Public Accountants
Date: December 12, 1935.
Place: Washington, D. C.
Speakers: E. Barrett Prettyman, corpora­
tion counsel to the District of Columbia, 
“The District of Columbia unemploy­
ment compensation act.”
Henry P. Seidermann, of Brookings Insti­
tution, “Broader aspects of social secu­
rity.”
Massachusetts Society of Certified Public Ac­
countants
Date: December 30, 1935.
Place: Boston.
Speakers: Harvey S. Chase, of Boston, 
“Money and bank deposits.”
J. Chester Crandell, of Boston, “The 
Massachusetts unemployment compen­
sation act.”
Edward J. Keelan, of Boston, attorney and 
former member of the staff of the in­
ternal revenue bureau of the United 
States treasury department, “The fed­
eral revenue acts of 1934 and 1935.”
New Jersey Society of Certified Public Ac­
countants
Date: December 12, 1935, tenth annual con­
ference.
Place: Newark.
Speakers: James F. Welch, past president 
of the society, “Trends in, educational 
requirements for admission to certified 
public accountants examinations.” 
Ernest A. Minier, deputy commissioner of 
banking and insurance, “Audits of build- 
ing-and-loan associations by certified 
public accountants.”
William F. Ackerson, chairman of the so­
ciety’s committee on building-and-loan 
accounts, “Proposed revision of build­
ing-and-loan association balance-sheet 
and income statement.”
William H. Compton, former member of 
the New Jersey state board of public 
accountants, “Expanding the scope of 
accountancy services.”
Walter R. Darby, commissioner of munici­
pal accounts of the state of New Jersey, 
“The accountant’s sphere in municipal 
government.”
J. Douglas Brown, director of the indus­
trial relations section, Princeton univer­
sity, “The federal social security act.”
New York State Society of Certified Public 
Accountants
Date: December 9, 1935, with representatives 
of credit groups.
Place: New York.
Subject: “Material facts for credit pur­
poses.”
Speakers: Philip F. Gray, of New York, 
chairman of the committee of the Rob­
ert Morris Associates on cooperation 
with public accountants.
William H. Pouch, of New York, chair­
man of the industrial advisory commit­
tee of the second federal reserve district. 
South Carolina Association of Certified Public 
Accountants
Date: December 10, 1935.
Elections: President—J. W. Hunt, of Co­
lumbia.
Vice-president—W. A. Searson, of Spar­
tanburg.
Secretary and treasurer—C. C. McGregor, 
of Columbia.
Tennessee Society of Certified Public Account­
ants (Memphis chapter)
Date: December 17, 1935.
Place: Memphis.
Speaker: Thomas H. Allen, chairman of the 
city light and water commission, “De­
preciation as it applies to physical 
properties.”
Texas Society of Certified Public Accountants 
(Dallas chapter)
Date: December 20, 1935.
Place: Dallas.
Elections: Chairman—Laurence H. Fleck. 
Vice-chairman—J. R. Nelson. 
Secretary-treasurer—Frank G. Taylor.
Utah Association of Certified Public Account­
ants
Date: December 19, 1935, annual meeting. 
Place: Salt Lake City.
Elections: President—Allan Grant Mann. 
Vice-president—Frank L. Ostler. 
Secretary—Raymond Solomon.
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AMERICAN INSTITUTE OF ACCOUNTANTS
AMENDMENT OF BY-LAWS
A  majority of all members of the 
Institute has approved by mail ballot 
amendment of article X I, section 1 (a), 
of the by-laws of the American Institute 
of Accountants, and the amendment has 
been declared effective by the president 
as of February 10, 1936. The amend­
ment adds to the existing section the 
following:
“Before making its nominations the com­
mittee on nominations shall send, at least 
four months prior to the date of the annual 
meeting, to all the members of the Institute 
in those states from which, in the opinion of 
the committee, members should be elected to 
the council in that year, a questionnaire re­
questing the submission within thirty days of 
names of members resident in the state con­
cerned for election to the council. Nominees 
for the council shall be selected by the com­
mittee on nominations from among the names 
submitted in response to this request by 
members of the Institute in the states en­
titled to representation.”
This amendment was approved by 
more than two thirds of the members 
present at the session of the annual meet­
ing held at Washington, D. C., January 
6 , 1936, and was submitted for mail vote 
of all the members under date of January 
10, 1936.
LECTURE AND STUDY GROUP
Members of the New York lecture and 
study group of the Institute met at the 
Edison hotel, New York, on January 
21st, for discussion of form 1 0 -K, which 
had recently been issued by the securities 
and exchange commission. Discussion 
leaders were C. Oliver Wellington, chair­
man of the Institute's special committee 
on cooperation with the S. E. C., and 
George Cochrane, both of New York. 
Maurice E. Peloubet, chairman of the 
Institute’s board of examiners, presided. 
The meeting was preceded by a dinner. 
Attendance was about 60.
Arrangement of programs for these 
meetings is in the hands of a committee 
consisting of Harold R. Caffyn, Lester
A. Krahe and Harvey C. Stafford.
"ONE NATIONAL ORGANIZATION"
A  statement of the work of the Insti­
tu te’s special committee on cooperation 
with other organizations, and its negotia­
tions with the American Society of Cer­
tified Public Accountants in considera­
tion of the proposal for merger of the 
two organizations, has been published by 
the executive committee in accordance 
with instructions of the Institute at the 
session of the annual meeting at Wash­
ington, D. C., January 6 , 1936.
Copies of the statement in pamphlet 
form have been sent to all members of 
the American Institute of Accountants 
and to certified public accountants who 
are not members, of whom the Institute 
has record.
The council of the Institute has author­
ized the executive committee to waive all 
entrance fees in conjunction with appli­
cations for admission to the Institute by 
members of state societies of certified 
public accountants in good standing who 
apply for membership before September
1, 1936, and are otherwise eligible for 
admission. This fact is stated in the pam­
phlet as an indication of the Institute’s 
sincere desire to unite the accountancy 
profession of the United States.
S tatem ent  by  A merican S ociety
The American Society of Certified 
Public Accountants has sent to all its 
members under date of January 25th a 
printed statement of the historical out­
line of discussions about the possibility 
of a single national organization. This 
statement is accompanied by a letter 
from the executive committee of the So­
ciety drawing attention to four essentials 
enunciated by the members of the Amer­
ican Society at their meeting at Kansas 
City last fall as prerequisites for a mer­
ger with the Institute. The letter directs 
attention to the fact that the Institute 
has already amended its by-laws in a 
manner which substantially gives effect 
to some of the points which the Society 
considers essential. The letter closes with 
the following paragraphs:
“The suggestions that the words ‘Certified 
Public’ be included in the name and that the 
representatives in the governing body be
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nominated and elected by districts embody 
principles which the Society members have 
consistently believed in and worked for since 
its organization. Particular emphasis was 
placed by the board of directors and mem­
bers at the Kansas City meeting upon the 
necessity of maintaining all essentials enu­
merated. The executive committee believes that 
the wish of the members of the Society, as 
heretofore expressed, was that the consolida­
tion should not be effected until all essentials 
had been preserved.
“The committee does not believe that dur­
ing these negotiations any ultimatums were 
presented by either the Institute or the So­
ciety. It recognizes that the two committees 
representing the two national bodies have 
labored hard during the past two years to 
reach conclusions which would result in the 
establishment of a single national organiza­
tion. It believes that the profession generally 
recognizes that conditions in the accountancy 
world have so changed within the last few 
years that one national organization has be­
come desirable.
“It is the opinion of the executive commit­
tee of the American Society that the official 
actions of the American Institute to date do 
not meet all the essentials enunciated by the 
board of directors and the members in attend­
ance at the Kansas City meeting. However, 
the executive committee recognizes that it is 
an instrument for the purpose of expressing 
the will of the majority. It believes that at 
this time the views of the members would be 
most helpful and sincerely urges every mem­
ber to study the situation carefully and to 
express his views immediately to this com­
mittee through the office of the secretary.
“The executive committee assures the mem­
bers of the American Society that while the 
problems of consolidation have had and will 
have its close attention, it will also carry on 
with vigor the Society’s program for the ad­
vancement of the profession.”
Henry B. Fernald, of New York, is the 
author of an article entitled “The interna­
tional tax problem,” which appeared in the 
December issue of the Mining Congress 
Journal. This paper was delivered at a re­
cent meeting of the metal mining convention 
of the American Mining Congress.
"EXAMINATION OF FINANCIAL 
STATEMENTS”
In response to requests from members 
of the Institute for further information 
about the work of the special committee 
which prepared the bulletin Examination 
of Financial Statements by Independent 
Public Accountants, the chairman, Sam­
uel J. Broad, has written the following 
report, which is published for the in­
formation of the membership. The state­
ment indicates why a revision of the 
earlier bulletin was undertaken and the 
reasons for adding certain sections, and 
shows the care with which the actual 
work of preparation was done.
“The special committee to revise the fed­
eral reserve bulletin was appointed in Sep­
tember, 1934, and its first consideration was 
whether the federal reserve bulletin Verifica­
tion of Financial Statements should be re­
vised and, if so, to what extent, and whether 
the time was appropriate.
“In considering the matter, the committee 
recognized that important developments had 
taken place in accounting practice since the 
previous bulletin was issued, particularly in 
the prominence given to accounting princi­
ples and consistency in their application and 
in the extent of disclosure of other material 
information. The conclusion was also reached 
that it would be well to give greater empha­
sis to the importance of judgment in the 
preparation of financial statements and, as a  
corollary, that there should be provided that 
measure of elasticity which was necessary for 
the proper exercise of judgment by a  pro­
fessional accountant. The committee accord­
ingly reported to council in the spring of 
1935 that it believed a revision should be un­
dertaken. Council approved this report, and 
the task of revision was commenced.
“Meetings were held during the months of 
June, July and August, at which an enlarge­
ment of the scope of the bulletin was de­
cided upon. The committee felt that an in­
troductory section should be inserted dealing 
with the nature of accounts and the attitude 
with which an accountant must approach his 
examination; that the significance of finan­
cial statements, their limitations and their 
basis, should be explained as a further step 
in the education of investors and others; that 
reasonable elasticity for the application of
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judgment to the conditions encountered 
should be provided in respect of the proced­
ures suggested; and that it would be well to 
add a section indicative of modifications 
usual in examinations of larger companies 
where the system of internal check and con­
trol was more effective and also in examina­
tions of smaller companies with modified sys­
tems of internal check and control.
“By the middle of August tentative agree­
ment had been reached on a first draft, and 
this was submitted to representative account­
ants throughout the country, from California 
to Massachusetts and from Florida to Michi­
gan, with a request for their views, comments 
and suggestions. Replies received indicated 
a very general approval of the draft, al­
though suggestions on various matters of de­
tail received from those consulted and their 
associates ran to about two hundred pages.
“At the end of September the committee 
commenced an intensive review of the draft 
and of these suggestions. During the ensu­
ing two months one afternoon meeting was 
held, one evening meeting, four all-day meet­
ings, and one meeting which lasted for fifteen 
consecutive hours. To indicate the care with 
which the committee approached its task, it 
is appropriate to mention that there was an 
average attendance of ninety per cent. of the 
committee members at these meetings, and 
that the members also undertook a great deal 
of additional preparatory and research work 
between meetings. Numerous further changes 
and considerable rearrangement were found 
desirable, and discussion was continued on 
all debatable matters until a common ground 
had been reached upon which the committee 
as a whole could agree.
“A printed draft of the bulletin, as re­
vised, was prepared and presented to the 
executive committee which, at a meeting held 
on December 11, 1935, authorized publica­
tion of the document and distribution of 
copies to members. After further editorial 
review, the final bulletin was issued in the 
first week of January and copies were for­
warded to all members of the Institute."
It is not customary to mention the firm 
affiliations of members in articles pub­
lished in this Bulletin, but the wide­
spread interest in the bulletin entitled 
Examination of Financial Statements by 
Independent Public Accountants indi­
cates that members desire fu ll informa­
tion about the committee which prepared 
the documents, whose members are there­
fore, listed as follows:
Samuel J. Broad, chairman, of Peat, 
Marwick, Mitchell & Co.
Percival F. Brundage, of Price, 
Waterhouse & Co.
George Cochrane, of Deloitte, Plender, 
Griffiths & Co.
Frederick H. Hurdman, of Hurdman 
and Cranstoun.
Paul K. Knight, of Arthur Andersen 
& Co.
Edward A. Kracke, of Haskins & Sells.
Norman J. Lenhart, of Lybrand, Ross 
Bros. & Montgomery.
Philip N. Miller, of Miller, Donaldson 
and Co.
Approximately 13,300 copies of the 
bulletin have been issued to date by the 
Institute and considerable publicity has 
resulted in the press throughout the 
country.
PROPOSAL FOR WASHINGTON 
OFFICE
The suggestion has been made that the 
Institute establish a Washington office. 
It is estimated that the cost of maintain­
ing such an office might be as much as 
$10,000 a year. A t present Covington, 
Burling, Rublee, Acheson & Shorb, coun­
sel for the Institute, whose offices are at 
Washington, are able to obtain all in­
formation requested by the executive 
committee regarding legislation and de­
partment regulations, but services to in­
dividual members, not now possible, 
might result from establishment of an 
office in the capital.
The executive committee would be 
glad to receive expressions from the 
members of the Institute as to whether 
they desire an office in Washington, or 
prefer that funds which might be de­
voted to this purpose be expended in 
ways which they consider of more value. 
It is possible that the expense of such an 
office might be reduced by sharing over­
head costs with some other organization 
in a related field of activity.
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CO-OPERATION WITH S. E. C.
During the past month the Institute’s 
special committee on cooperation with the 
securities and exchange commission has 
twice been invited to offer its opinion on 
questions of procedure referred to it by 
the commission. The special committee 
on public utility accounting, likewise, 
has been invited to confer with the com­
mission on matters of administration 
arising under the public utility act of
1935, and as this Bulletin  goes to press 
is planning a conference with the com­
mission at Washington.
EXTENSIONS FOR FILING INCOME 
TAX RETURNS
As a result of reports that collectors 
of internal revenue in several states have 
notified taxpayers that they will grant 
extension for filing income-tax returns 
only in case of illness or unavoidable ab­
sence of taxpayers themselves, the Insti­
tu te’s committee on federal taxation has 
addressed a letter to the commissioner 
of internal revenue asking that local col­
lectors be advised to entertain reasonable 
requests for extension based on the in­
ability of accountants and attorneys in 
some cases to complete preparation of 
tax returns before March 15th, because 
of seasonal congestion resulting from the 
great number of calendar-year closings.
Following is the text of the commit­
tee ’s letter to Guy T. Helvering, commis­
sioner of internal revenue:
“American finance and industry are handi­
capped by the fact that about 75 per cent. of 
our business enterprises (as estimated by the 
natural business year council) keep their ac­
counts on the basis of a fiscal year ending 
December 31st.
“Everyone concerned with the preparation 
or analysis of financial statements, reports or 
tax returns based on annual accounts suf­
fers from the congestion of work resulting 
in January, February and March.
“On the basis of the above estimate, it is 
a safe assumption that 75 per cent. of the 
clients of the average certified public account­
ant close their books at December 31st. Re­
ports for purposes of management, stock­
holders, stock exchanges and the securities
and exchange commission, as well as federal 
income-tax returns, are desired by all these 
clients before or by March 15th.
“Certified public accountants greatly in­
crease their staffs during the interim period, 
but there are simply not enough qualified 
men available for temporary employment to 
meet the demand. All competent, practising 
certified public accountants face the same 
condition, as do attorneys who assist clients 
in the preparation of tax returns, so that 
the excess load cannot be assimilated by a 
distribution of work.
“The American Institute of Accountants’ 
committee on federal taxation has learned of 
recent announcements by collectors of inter­
nal revenue in California, Maryland, and 
Pennsylvania, implying that extensions for 
filing returns will be granted only in ease of 
illness or unavoidable absence of the taxpay­
ers, and, further, advising accountants so to 
‘regulate and organize their work as to ena­
ble their clients to comply with the instruc­
tions of the bureau.’
“Certified public accountants have already 
so regulated and organized their work that, 
by maximum preparation prior to December 
31st, and at the cost of terrific physical and 
mental strain thereafter, the tax returns of 
most of their clients can be filed by March 
15th.
“In cases where unusual complications are 
encountered, however, extensions of 60 days, 
or even 90 days, are sometimes essential for 
the preparation of final returns. The only 
alternatives in such cases are that the client 
dispense with professional assistance, which 
would rarely solve the problem, or that re­
turns based partly on estimates be filed in 
the first instance, followed by amended re­
turns, as permitted by statute, which would 
probably then not be forthcoming until much 
later than 60 days after March 15th. The 
latter alternative, it seems to us, would un­
necessarily complicate the bureau’s proced­
ure.
“We are thoroughly in sympathy with the 
bureau’s desire to expedite collection of all 
taxes due, and to facilitate compilation of 
complete statistics of revenues. We hold no 
brief for taxpayers or others who would 
abuse the privilege of extensions for their 
own personal convenience. We do submit, 
however, that the realities of the situation 
prevent complete adherence to the rules laid
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down by the collectors to whom reference has 
been made.
“Therefore, we respectfully request that 
you advise local collectors to entertain re­
quests for extension if they appear reason­
able in the light of the conditions we have 
outlined.
“Incidentally, these conditions may be im­
proved soon. The natural business year coun­
cil, composed of representatives of bankers, 
credit men and cost accountants, statistical 
reporting agencies and management inter­
ests, as well as the American Institute of 
Accountants, is carrying on a vigorous cam­
paign to encourage adoption of fiscal years 
more suitable than the calendar year to the 
needs of certain businesses. Results to date 
indicate that considerable success may be 
achieved, and it is hoped that the congestion 
now encountered in the first three months of 
the year may be relieved to some extent.”
Copies of this letter have been sent to 
the presidents of all state societies of 
certified public accountants with the sug­
gestion that they bring the matter to the 
attention of local collectors of internal 
revenue, who have ultimate authority to 
make decisions regarding the granting of 
extensions. Victor H. Stempf, chairman 
of the committee on federal taxation, 
and the secretary of the Institute, con­
ferred in Washington on February 5th 
with the assistant to the commissioner of 
internal revenue, on the same matter.
When the collector of internal reve­
nue at Los Angeles announced that in­
ability to obtain the services of a taxpay­
er’s accountant would not be entertained 
as a valid reason for an extension of the 
time for filing returns, the Los Angeles 
chapter of the California State Society 
of Certified Public Accountants sought 
an interview with the collector, with the 
result that the following conditions have 
been established upon which extension 
may be granted:
1. That each firm of accountants write 
the collector, giving a list of the clients 
for whom extension will be required, and 
the reason why it is impossible to com­
plete the work by the required date.
2. That the clients make the usual ap­
plication for extension.
LOCAL SUBCOMMITTEES APPOINTED
Local subcommittees have been formed 
with the approval of the president by 
members of the special committee on de­
velopment of the Institute in a number 
of cities.
These subcommittees render valuable 
service in facilitating cooperation be­
tween state societies of certified public 
accountants and the Institute, in dissem­
inating publicity material, gathering in­
formation essential to the work of other 
committees and encouraging qualified 
accountants to apply for membership in  
the Institute.
Following are the committees so far  
appointed:
Los A n g e le s
J. B. Scholefield, chairman 
Edward L. Barette 
Thornton G. Douglas 
Harry B. Mills
D is t r ic t  o f  C o lu m b ia
Goodwin P. Graham, chairman 
Harold C. Anderson 
John H. Verkouteren
M ia m i
Lewis A. Oates, chairman 
Harry B. Graham
C hicago
J. H. Gilby, chairman 
C. C. Hale 
A Himmelblau 
A. Johnson 
W. M. LeClear 
R. H. Morrison 
Paul W. Pettengill 
M. J. Schmaus
S o u t h  B e n d
J. R. Wharton, chairman 
H. W. Pick 
Franklin Schurz
B a ltim o r e
Edward J. Stegman, chairman 
Charles W. Hatter 
John L. McKewen 
Alexander L. Tinsley
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D u l u t h
Arden O. Grover, chairman 
W. D. Avery 
J. S. Matteson 
Harold Matteson
K a n s a s  Cit y
Proctor H. Kerr, chairman 
Miller Bailey 
Tom C. Hansen 
Richard S. Wyler
C lev ela n d
Robert E. Warren, chairman 
George J. Lehman 
Karl K. Morris 
Howard G. Slagle 
Frank L. Zwemer
N e w a r k
Harold A. Eppston, chairman 
Arthur E. Blumenschine 
Samuel R. Cohn 
Elmer L. Glover 
Andrew M. Hauser 
Ralph Johns
C h a r l o t te
Leslie A. Heath, chairman 
Orion Neely Hutchinson 
Derrill H. McCollough
O k l a h o m a  C it y
T. Dwight Williams, chairman 
Marquis G. Eaton 
Lewis E. Wood 
Oscar Davis
P h il a d e l p h ia
Frank S. Glendening, chairman 
Will A. Clader 
J. Cyril McGarrigle 
John C. Parry, Jr.
Joseph M. Pugh 
Francis Small
K n o x v ille
Elliott Darby Adams, chairman 
Joe D. Penland 
Buford A. Timmons
N a sh v il l e
Thomas M. McIntyre, chairman
H. C. Barry 
William Duncan
D allas
C. H. Schoolar, chairman 
J. E. Hutchinson, Sr. 
Joseph J. Skinner 
Leslie Croft Nye
N o r fo lk
Alfred N. Hilton, chairman 
Fred B. Hill 
W. P. Hilton 
J. A. D. Parrish 
R. J. Walker
RULING OF INTERNAL-REVENUE 
BUREAU ON DEPRECIATION
Regulations of the treasury depart­
ment with reference to allowance for 
depreciation in preparation of income- 
tax returns of corporations are clarified 
by an office decision known as I.T. 2944, 
published on December 1 6 , 1935. Follow­
ing is in part the text of the ru ling:
“Sections 113(b) and 114(a) of the reve­
nue acts of 1932 and 1934 in effect provide 
that the basis for such purposes shall be 
adjusted for exhaustion, wear and tear, and 
obsolescence to the extent allowed (but not 
less than the amount allowable) for any 
period since February 28, 1913. The word 
‘allowable’ designates the amount permitted 
or granted by the statutes, as distinguished 
from the word ‘allowed’ which refers to the 
deduction actually permitted or granted by 
the bureau. The amount ‘allowable’ is the 
minimum for adjustment purposes, the 
amount ‘allowed’ serving to measure the ad­
justment only when the amount thereof ex­
ceeds that allowable.
“It follows that the depreciation claimed 
as a deduction in a return which has been 
accepted by the bureau is the amount ‘al­
lowed’ for that year. The amount thus ‘al­
lowed’ for any year may be adjusted to the 
amount ‘allowable’ at any time within the 
statutory period applicable thereto for pur­
poses of computing the proper deduction for 
such year and of adjusting the basis. The 
statute, however, requires adjustment of the 
basis to accord with the amount ‘allowed’ or 
the amount ‘allowable’, whichever is greater, 
irrespective of any statute of limitations ap­
plicable to the year of deduction.
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ROBERT H. McNAIR, JR.
R. H. McNair, Jr., of Little Rock, a 
member of the Institute since 1932, and 
director of accounts for the works pro­
gress administration in Arkansas, died 
on January 14th in the crash of a pas­
senger plane while returning from Wash­
ington, D. C., to his home.
Mr. McNair was only 30 years old, but 
had held positions of great responsibility 
and trust. He had served as supervisor 
of accounts and reports for the civil 
works administration and the federal 
emergency relief administration in Ar­
kansas before his appointment to the 
office he held with the works progress ad­
ministration. The system of accounts 
which he devised for reporting expendi­
tures of federal agencies in Arkansas 
was adopted in other states. He acted in  
an advisory capacity in the formulation 
of plans for revision of the accounting 
system of the works progress administra­
tion for the entire country.
Mr. McNair received the degree of 
Bachelor of Arts from Centre college, 
Danville, Kentucky, in 1926. During the 
year following his graduation he taught 
mathematics in a Little Rock public high 
school. He entered public accounting 
practice in 1927 with the firm of Reb- 
samen, Brown & Co.
He was a member of the Arkansas So­
ciety of Certified Public Accountants.
SIR WILLIAM BARCLAY PEAT
Sir William Barclay Peat, for 32 years 
—ending in 1923, when he retired from 
practice—the head of the firm of W. B. 
Peat & Co., now merged in the firm of 
Peat, Marwick, Mitchell & Co., died at 
his home, Wykeham Rise, at Totteridge, 
England, on January 28, 1936. He was 
84 years old.
Sir William was the auditor of the 
personal accounts of the royal family of 
England until recently when he relin­
quished the post in favor of his son, Sir 
Harry Peat. He had served two terms, 
1906-1908, as president of the Institute 
of Chartered Accountants in England 
and Wales.
Besides his many duties in the prac­
tice of his profession and in business, Sir 
William was active in public affairs. He 
was chairman of the royal commission 
on agriculture in 1920 and a member of 
the voluntary hospitals committee in 
1921. For his public services he was 
created a knight in 1912 and was made a
C. V. O. in 1921. The French, Belgian 
and Luxemburg Orders had also been 
conferred upon him.
CHARLES M. PEALE
Charles M. Peale, of Tulsa, who was 
admitted to membership in the Institute 
in 1934, died at his home on January 28, 
1936, after a brief illness. He was 63 
years old. Mr. Peale was a native of Chi­
cago and for a time made his home at 
Kansas City. He had been a resident of 
Tulsa for 15 years, and at the time of 
his death was manager of the Tulsa office 
of Peat, Marwick, Mitchell & Co. He 
was a certified public accountant of 
Oklahoma.
ACCOUNTANT APPOINTED TO 
INTERNAL-REVENUE POST
Milton E. Carter has been appointed 
assistant to the commissioner of internal 
revenue, effective January 1 ,  1936, to suc­
ceed Wright Matthews, who has resigned 
to practise law.
Mr. Carter is a certified public ac­
countant of Missouri, and a member of 
the bar. He attended the National Uni­
versity, Washington, D. C. At the time 
of his appointment as assistant to the 
commissioner he was a member of the 
technical staff of the bureau of internal 
revenue. Prior to his appointment to 
the technical staff he was resident man­
ager of the Kansas City, Missouri, office 
of Scovell, Wellington & Co. He was in  
the military service during the world 
war, and was honorably discharged with 
the rank of captain of infantry, U. S. A. 
He has been engaged in accounting and 
tax practice since 1920 in Washington,
D. C., and Kansas City, Missouri.
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MUNICIPAL AUDITS
A plea for complete independent 
audits of the financial affairs of munici­
palities by independent public account­
ants engaged on the basis of merit rather 
than by competitive bidding was made 
in a recent News Letter  issued by the 
Municipal Finance Officers Association.
“ The need of adequate municipal 
audits daily grows more apparent,” the 
News L etter  states. “ Recently announced 
shortages accumulating over long periods 
in several cities and states bring this 
matter forcibly to the public. Much of 
the difficulty is due to the fact that 
municipalities have been unwilling to 
pay an adequate price for a municipal 
audit and have awarded contracts to low 
bidders without any guarantee that the 
work performed would disclose any 
shortages if they existed. Incomplete 
audits are unfair both to office holders 
and taxpayers. Local officials wishing to 
support their position can obtain exam­
ples from the association office.”
Carl H. Chatters, executive director 
of the Municipal Finance Officers’ Asso­
ciation, is also secretary of the national 
committee on municipal accounting on 
which the American Institute of Ac­
countants is represented by the chair­
man of its committee on governmental 
accounting. Recent correspondence be­
tween the secretary of the Institute and 
Wayne E. Mayhew of Ogden, Utah, a 
member, regarding a history of the fi­
nances of the city of Ogden recently 
prepared by Mr. Mayhew, was referred 
to the national committee through the 
Institute’s committee. In a letter to Mr. 
Mayhew commenting on this work, Mr. 
Chatters wrote in part as follows:
“I have always called attention to the fact 
that the accountant should pay more atten­
tion to the financial condition of municipali­
ties and perhaps place less emphasis on the 
mere details of bookkeeping and auditing. 
Practically none of our accounting reports 
give any clue as to the financial history or 
long-time financial standing of a municipality.
“In private practice investors rely on aud­
itors’ reports. When public accountants have 
trained themselves to deal properly with mu­
nicipal affairs and report them thoroughly, 
it ought to be possible for municipal in­
vestors to place the same reliance on reports 
prepared by the accountant.
“The necessity of obtaining publicity is 
also an important matter. The public can 
not understand technical accounting reports 
and the material must be presented in such a 
way that it will be interesting and under­
standable to those who ought to read it.
“The national committee on municipal ac­
counting has tried to further uniformity and 
progress in municipal accounting through its 
work and its publications. It has published 
pamphlets relative to uniform audits, a bibli­
ography on municipal accounting, municipal 
accounting terminology, and municipal funds 
and their balance-sheets. In this effort the 
major accounting societies are cooperating 
with national organizations of public offi­
cials.”
BANK ISSUES CERTIFIED FINANCIAL 
STATEMENT
For the second consecutive year, the 
Merchandise Bank and Trust Company 
of Chicago has issued an annual report 
containing the certificate of a firm of 
certified public accountants. The 1935 
report of the bank is even more complete 
than the 1934 report, in that it contains 
a detailed income and expense account 
in comparative form and other informa­
tive data.
The report was issued in the form of 
a folder entitled The Most Complete 
Bank Statement in America. In it George
B. Everitt, chairman, stated that this is 
the first time that any bank has ever 
given publicly a detailed income and ex­
pense account in comparative form. Re­
garding other new features of the report, 
he sa id :
“From the viewpoint of the orthodox 
banker and especially from the viewpoint of 
those banks that are not sufficiently fortu­
nate in their figures to be able to expose 
themselves completely, there may be some 
merit in holding back. However, if ‘eating 
the pudding’ is really the proof, it is quite 
evident that the general public is most re­
sponsive to what we classify as a modem 
attitude toward the people who entrust 
money to our keeping.”
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ACCOUNTANTS AND THE SECURITY 
MARKETS
In a recent publication entitled The 
Securities Markets, the 20th Century 
Fund has called attention to the joint 
efforts of the American Institute of Ac­
countants and the New York Stock Ex­
change to bring about more adequate dis­
closure of information regarding the fi­
nancial affairs of corporations.
The suggestions made by the Institute 
in 1932, at the request of the exchange, 
as to steps which might be taken to make 
corporate reports more informative, are 
cited with the following comment:
“It need hardly be added that nothing re­
motely resembling the degree of disclosure of 
accounting practice as suggested above pre­
vails at present even among corporations 
with securities listed on the New York stock 
exchange; and therefore the adoption of the 
suggestions of the American Institute of Ac­
countants would constitute an enormous 
stride forward. The. exchange itself has not 
as yet felt it practicable to require as much 
of the companies applying for listings, prob­
ably for the reason that enforcement of such 
a ruling on its part would be burdensome to 
its organization.”
Attention is also called to the require­
ment of the exchange, effective July 1, 
1933, that all listing applications must 
contain a “ certificate of independent 
public accountants, qualified under the 
laws of some state or country, certifying 
to the correctness of the balance-sheet, 
income account and surplus statement 
for the most recent fiscal year."
Correspondence between the stock ex­
change and the Institute’s special com­
mittee on cooperation with stock ex­
changes is quoted at length and the 
suggested form of accountant’s report is 
reproduced.
“ The fact that the exchange,” the 
publication states, “ as already indicated, 
now requests all listed companies to 
present a certificate of independent audit 
of their published reports, and actually 
requires those applying for listing in the 
future to do so, lends added significance 
to the action of the exchange authority 
as just outlined. It can hardly fail to 
have far reaching effect upon the situa­
tion if  the accounting profession and 
particularly the auditing firms lend full 
cooperation to the exchange in the fu­
ture.”
The book describes the function of 
stock exchanges and the agencies set up 
for regulation of the securities market. 
It also dwells at length upon the steps 
which have been taken to provide the in­
vestor with adequate information and 
other protection in purchasing securities.
STATE LEGISLATION
Confidential R elations
A bill protecting the confidential rela­
tions between certified public account­
ants or public accountants and their 
clients has been introduced in the New 
York legislature.
Identical bills known as senate bill 733 
and assembly bill 878 are before both 
houses of the legislature. They propose 
addition of a new section to the civil 
practice act providing that no certified 
public accountant or public accountant 
should voluntarily disclose or be re­
quired to disclose information of which 
he may become possessed in connection 
with any examination of or report on any 
books, records or acts.
The bill was introduced on February 
4th and referred to the codes committee 
in both houses.
R eciprocity
The attorney general of the state of 
New Mexico has ruled that an agreement 
for reciprocity between the New Mexico 
state board of accountancy and the ac­
countancy authorities of the state of 
Texas could legally be made under the 
provisions of the New Mexico account­
ancy law. Following is, in part, the 
letter from the attorney general to Rod­
ney B. Horton, president of the New 
Mexico state board of accountancy, stat­
ing his opinion:
“We have your letter dated December 6th, 
requesting our opinion as to whether or not 
your board would be within its rights in 
entering into a reciprocity agreement with
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certified public accountants in the bordering 
state of Texas.
“In our opinion, the New Mexico state 
board of accountancy would be within its 
legal rights in entering into such an agree­
ment with Texas.”
Section 6 of the New Mexico law pro­
vides as follows:
“The board may, in its discretion, register 
the certificate of any person who is not a 
resident of this state, and who is the lawful 
holder of a C. P. A. certificate, issued under 
the laws of another state, which extends simi­
lar privileges to certified public accountants 
of this state; provided, the requirements of 
said degree in the said state which has 
granted it to the applicant are, in the opinion 
of the board, equivalent to those herein pro­
vided.”
D ecision Upholding Illinois A ct
A decision rendered on January 3, 
1936, in the case of Elliott vs. the Univer­
sity of Illinois by Judge John Prystalski 
in the circuit court of Cook County, Illi­
nois, upheld the right of the University of 
Illinois to issue certificates to applicants 
qualifying as certified public accountants 
and upheld the constitutionality of the 
Illinois act of 1903. The action was 
brought by Elliott and four other public 
accountants. They attacked the constitu­
tionality of the act on several grounds, 
among them the following:
1. That it provides for an illegal dele­
gation of power by the legislature to the 
University of Illinois. The court held 
that the act, in delegating to the univer­
sity the function of examination of ap­
plicants for the certificate, was merely 
utilizing an arm of the state and that it 
did not illegally delegate the power of 
the legislature.
2. That the act had granted a special 
privilege to the University of Illinois in 
violation of the constitution. The court 
made the point that the act had merely 
used the university as a means of carry­
ing out its purpose.
3. That the function delegated to the 
university is ultra vires of its powers.
The court stated its opinion that this was 
not so, but ruled the point irrelevant.
4. That the act of 1903 has been re­
pealed by the enactment of the act of 
1927, which provides for the examination 
of “ public accountants” , which it was 
contended covered the same situation as 
the earlier act. In ruling that the two 
acts do not cover the same situation, the 
court said:
“In the Sheldon ease—I think it is in the 
320th Illinois—the supreme court in no un­
certain terms stated that there is a well-rec­
ognized difference and distinction between 
public accountants, or accountants, and cer­
tified public accountants, when it reversed 
the decision of the lower court on the ques­
tion of the constitutionality of the then pend­
ing, or the then existing statute. This statute 
covers certified public accountants—or con­
cerns, rather, not covers—concerns certified 
public accountants only. The subsequent 
statute concerns public accountants. There 
is nothing in the 1903 act which interferes 
with the subsequent act.”
5. That the act is discriminatory in 
that it permits certified public account­
ants in other states, or jurisdictions, to 
be given rights in the state of Illinois 
greater or different from those of indi­
viduals similarly situated in the state of 
Illinois. The court held that the statute 
does not do so, inasmuch as it provides 
merely that individuals who are qualified 
under the laws of other states may come 
into the state of Illinois and under cer­
tain conditions carry on their calling.
6. That the title of the act is repug­
nant to the body of the act in that it does 
not embrace all the matters set forth in 
the act. The court held that the title 
would apprise any one who read it of the 
contents of the act.
The court also declared that, in mat­
ters such as this, where the constitution­
ality of a statute that has been in exist­
ence for many years and upon which 
men have acquired rights is questioned, 
courts should be very slow in declaring 
them unconstitutional.
On these grounds the court ordered 
that the complaint be dismissed for want 
of equity.
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NATURAL BUSINESS YEAR
As the work of the natural business 
year council, including distribution of 
the pamphlet The Natural Business Year 
as the Proper Fiscal Period, and corre­
spondence with members of industries 
and organizations cooperating in the 
campaign, has continued, efforts have 
been made during the past month to 
arouse interest in the subject among the 
executives of federal departments at 
Washington.
In the issue of Domestic Commerce for 
January 10th, the bureau of foreign and 
domestic commerce of the United States 
department of commerce published an 
article on the natural business year un­
der the name of Alexander Wall, secre­
tary of the Robert Morris Associates and 
member of the natural business year 
council. This was based partly on studies 
of the natural business year made by the 
bureau of business research of the Uni­
versity of Illinois and by the American 
Institute of Accountants. On the basis 
of this article and additional data sup­
plied by Mr. Wall, the bureau of foreign 
and domestic commerce has prepared for 
distribution a memorandum treating the 
subject at length. This memorandum is 
reproduced on pages 14-16 of this Bulletin.
The bureau has agreed to supply the 
natural business year council with 25,000 
bound reprints of the article as pub­
lished. These will be distributed to the 
members of organizations cooperating in 
the work of the council, to trade associa­
tions, chambers of commerce and others. 
Members of the Institute who may wish 
copies for distribution to their clients 
should address their requests to the Nat­
ural Business Year Council, 135 Cedar 
Street.
Mr. W all and John L. Carey, secretary 
of the Institute, have visited Washing­
ton recently and discussed the natural 
business year with executives of several 
governmental departments and bureaus; 
among them, the department of com­
merce, the bureau of internal revenue 
and the securities and exchange commis­
sion.
E ndorsement by  Organizations
The national board of directors of the 
National Association of Credit Men for­
mally endorsed the natural business year 
at its mid-winter meeting at New Orleans 
January 16-18, 1936. An editorial by 
Henry H. Heimann, executive manager 
of the association, pointing out the ad­
vantages of the natural business year to 
credit executives and urging its more 
general use, was published in the Febru­
ary issue of the official magazine of the 
association, Credit and Financial Man­
agement. The natural business year 
council has been advised that the Na­
tional Association of Credit Men will 
support the campaign energetically.
A doption of N atural Y ears
The National Credit Office continues to 
report to the council business enterprises 
which change from a calendar year to a 
natural-fiscal-year basis of accounting. 
Three such instances were reported dur­
ing the past month.
Correspondence of the council with 
members of industries continues to grow 
and there is indication that the natural 
business year is now being more widely 
considered by business men than at any 
time in recent years. The council has 
been able to reach many business men 
through trade association executives and 
trade publications.
Questionnaire
W ith this bulletin the members of the 
Institute will receive a questionnaire 
prepared by the Institute’s special com­
mittee on natural business year, on which 
members are requested to report, without 
names, those of their clients which now 
operate on a natural-business-year basis, 
with sufficient description of the clients 
to indicate clearly the branch of industry 
to which they belong. Information de­
rived in this manner will be compared 
with that obtained from other sources 
and may serve as a nucleus for a list of 
recommended natural closing dates. A ll 
members and associates are urged to sub­
mit complete information on the points 
indicated.
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COMMERCE DEPARTMENT MEMORAN­
DUM ON NATURAL BUSINESS YEAR
Following is the text of the memoran­
dum on the natural business year issued 
by the marketing research and service 
division of the bureau of foreign and 
domestic commerce, to which reference is 
made on page 13 of this Bulletin:
T h e  N a t u r a l  B u s in e s s  Y e a r
(From a memorandum by Alexander Wall, 
secretary of the Robert Morris Associates)
“Certain trade associations, accounting and 
statistical societies point to certain advan­
tages which can be obtained if industries 
adopt common business years, that is, a 
twelve-month period which ends at a time 
when the results of a year’s operations may 
be determined most accurately and with least 
inconvenience. To this end, in its report of 
August 2, 1934, the committee on statistical 
reporting and uniform accounting for indus­
try to the business advisory and planning 
council for the department of commerce, 
made this recommendation:
‘Those who have the problem of deter­
mining a company’s annual closing date 
might well consider the natural closing, 
for example, as related to the end of the 
active season. It is well for an industry 
as far as possible to act as a unit in the 
matter, and for all companies within it to 
close on the same date.’
“A few years ago, the bureau of business 
research of the college of commerce and busi­
ness administration of the University of 
Illinois made an investigation of the matter 
of the natural business year. In the course 
of this investigation questionnaires had been 
sent to a number of leading business organi­
zations throughout the country for the pur­
pose of ascertaining the dates on which such 
organizations closed their books of account 
and of obtaining information as to the most 
suitable closing dates for such organizations. 
Answers to these questionnaires total 439. 
The results of this investigation may best be 
described and visualized by setting forth on 
the following page (page 15 of this Bulletin) 
a section of a bulletin issued by the univer­
sity on this investigation. The investigation 
by the University of Illinois on this subject 
was so exhaustive that it is appropriate to
set forth below that portion of its report 
setting forth the advantage to be obtained 
from use of natural business years:
“ ‘From the replies to questionnaires sent 
business men, bankers, and public account­
ants, and from the few published expressions 
of opinion upon the subject, it appears that 
the adoption of the natural fiscal year, in 
place of the more widely used calendar year, 
would produce certain distinct advantages: 
seasonal activity would be completed; low 
stocks of goods would remain at closing; new 
contracts, etc., would be discussed between 
seasons; more time would be available for the 
firm’s auditors; statistical data would be col­
lected for a natural period.’
“ ‘It was pointed out that financial state­
ments prepared at the close of the natural 
fiscal year are of greater value to the man­
agement of a business concern because they 
then reflect the results of completed seasonal 
activities. The company will have completed 
its purchasing, manufacturing, selling and 
collection activities for the season and there 
will be a lull which marks the close of the 
natural fiscal year. Raw materials will have 
largely been absorbed in manufacture; the 
bulk of the year’s production finished and 
much of it marketed and the resulting ac­
counts receivable substantially liquidated. 
Thus, the balance-sheet and profit-and-loss 
statement prepared will reflect the results of 
a natural operating season.’ ”
“Along this same line the American Insti­
tute of Accountants recently made a study. 
An excerpt of a report of its committee is 
set forth below:
‘From a scrutiny of Poor’s Manual for 
1909 it was found that 211 industrial cor­
porations took inventories and closed their 
books in 1908 at the end of months other 
than December. (In 1909 corporations 
were forced to make statements on a cal­
endar year basis for federal taxation pur­
poses.) A review of the last Poor’s Manual 
shows that, eliminating 64 of the 211 which 
have disappeared from the manual due to 
mergers, liquidations, etc., there remain 147 
of these 211 industrials which were in 1908 
using a business year other than the calen­
dar year. It appears further, that subse­
quent to 1908, 96 corporations—or 65 per 
cent.—changed to the December 31st clos­
ing, and 51—or 35 percent.—retained or 
returned to the natural closing dates.’
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DATA ON THE NATURAL BUSINESS YEA R RESULTING FROM AN 
INVESTIGATION B Y  THE COLLEGE OF COMMERCE AND BUSINESS 
ADMINISTRATION, UNIVERSITY OF ILLINOIS
“ ‘If  the 439 reporting companies had adopted the most suitable natural year in 
accordance with the information given, the closing dates would be as shown in 
the following tabulation:
January ............... ................... 27 July 3 1 .......................... ............. 20
February .... ............... ................... 6 August 31 .................... ................  9
March .......................... ...................  30 September 30 .............. ............ 11
April 3 0 ........ .......... ......... ....  9 October 3 1 .............. ............ 32
May 3 1 ................. .................  8 November 3 0 ........... ............ 28
June 30 ............... .............. 65 December 31 ................ ................ 193
" ‘ These figures show, that by using the most suitable natural date, 44 percent of 
the closing would come at the end of the calendar year, 14.8 percent at June 30, 7.3 
percent at October 31, 6.9 percent at March 31, 6.4 percent at November 30, 6.2 
percent at January 31, 4.6 percent at July 31, and 9.8 percent at the other dates. 
The following table shows the present practice in contrast with the above possible 
results:
C alendar  Y ea r  and F isca l  Y ea r  Contrasted
Date of 
closing
No. firms 
now using
Percent­
age
No. firms 
could use
Percent­
age
Total......................................... .........................  439 100 439 100
January 31.............................. .........................  16 3.6 27 6.2
February 28............................. ......................... 3 .7 6 1.4
March 31.................................. ......................... 7 1.6 30 6.9
April 30................................... .........................  9 2.1 9 2.1
May 31..................................... .........................  8 1.8 8 1.8
June 30.................................... .........................  22 5.0 65 14.8
July 31................................... ......... ................ 6 1.4 20 4.6
August 31................... ............ .........................  9 2.1 9 2.1
September 30........................... .........................  4 .8 11 2.5
October 31............................... .........................  18 4.1 32 7.3
November 30........................... ............ ............  21 4.8 28 6.3
December 31............................ .........................  316 72.0 194 44.0’ ”
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“It is pointed out that, although subse­
quent tax laws permitted corporations to file 
returns on a fiscal-year basis, many have con­
tinued closing their books and filing income- 
tax returns on a calendar year basis. This 
has been stated to be due to either habit or 
inertia and possibly to a disinclination to 
change, once more, comparative statistics.
“It is stated that while the end of the cal­
endar year may be a natural time for an 
individual, and in some cases, business or­
ganizations, to review their affairs, it is an 
unnatural date for a review of the operations 
of many other business concerns, inasmuch as 
the latter may be in the midst of a season of 
production which makes that date, in such 
cases, highly inconvenient. In the majority 
of cases it drops in on top of peak conditions, 
both as to volume of merchandise on hand 
and sales and manufacturing activities. By 
ending the fiscal year at a time when there is 
the least activitiy in a business, when the 
stock of merchandise is lowest and slow mov­
ing merchandise more definitely determined, 
the inventory not only smaller in volume but 
counted and calculated more accurately, it is 
possible to minimize extra work on the part 
of employees, the cost of overtime and disor­
ganization of current activities. The stoppage 
of factory operations in the middle of a busy 
season to take inventory is a serious waste of 
time, it is stated, and time at that point is 
valuable. All wheels are turning, merchan­
dise is being pushed through in order to make 
prompt deliveries, labor is being used to the 
limit, sales are being billed. Taking an inven­
tory at such a time is vastly different than 
taking it when raw materials are at a low 
point, factory operations almost or entirely 
stopped and finished goods practically all 
shipped. Statements prepared thirty or sixty 
days after the close of a season will show the 
completion of an annual or semi-annual cycle, 
not an enforced stop at the peak or at an 
intermediate stage of operations. By taking 
inventory  at the end of a natural fiscal year 
financial statements and annual reports may 
be made available to executives earlier and 
with such information they have a sound 
basis for dependable comparisons with pre­
vious periods for the establishment of future 
policies, the determination of budgets for 
material, labor, and personnel, and the plan­
ning of manufacturing and sales activities.”
INSTRUCTIONS FOR REPORTING 
FINANCIAL NEWS
The Institute’s special committee on 
accounting procedure has completed a re­
view of instructions prepared for the 
guidance of news editors, bureau chiefs 
and correspondents of the Associated 
Press in the reporting of news based on 
financial statements of corporations. The 
instructions submitted have been re­
turned with the comments of the commit­
tee to the financial department of the 
Associated Press, in compliance with the 
request for assistance reported in the 
January Bulletin.
SURVEY OF RETAIL OPERATING 
COSTS
Since publication in the December,
1935, Bulletin  of the Institute of an arti­
cle descriptive of the survey of 1934 op­
erating averages in the field of retail 
trade, compiled by the research and sta­
tistical division of Dun & Bradstreet, 
Inc., many members of the Institute have 
requested copies of the analyses for vari­
ous fields. A  new survey of retail oper­
ating averages, based on 1935 operations, 
has now been undertaken, and Dun & 
Bradstreet have requested the coopera­
tion of members of the Institute in en­
couraging their clients to submit the 
statistics which are sought.
It is reported that questionnaires have 
been sent to every retail merchant in the 
United States since the first of the year. 
During the 1934 survey statistics were 
obtained for more than 65,000 retailers, 
and analyses of operating averages in 80 
different trades, based on samples of at 
least 1 0 0  establishments in each, were 
published. It is expected that the present 
survey will be productive of statistics for 
at least an equal number of trades.
As with the 1934 surveys those for 
1935 will be made available to members 
and associates of the American Institute 
of Accountants. Requests for this ma­
terial should be directed to the research 
and statistical department of Dun & 
Bradstreet, Inc., 290 Broadway, New 
York.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from arti­
cles mentioning the American Institute 
of Accountants, which have appeared in 
the public press during recent weeks: 
The American Institute of Accountants 
met yesterday at the Shoreham to organize 
an advisory council of presidents of state 
societies of certified public accountants which 
is to meet at least once a year and advise on 
matters affecting the profession. There were 
present 27 presidents of state societies, mak­
ing a total of 90 including members of the 
Institute.
The Post, Washington, D. C.
The fact that common carriers were al­
lowed by the interstate commerce commission 
to charge depreciation and repairs to profit- 
and-loss rather than to operating expenses in 
1933 and 1934, as disclosed in the annual 
report of the commission, is deplored edi­
torially in the current issue of the Journal 
of Accountancy as authorization to depart 
from sound accounting practice.
Inquirer-Public Ledger, Philadelphia.
Cooperation of Tennessee certified public 
accountants in a nation-wide movement to 
encourage business firms to adopt fiscal years 
corresponding to the natural cycle of their 
operations was asked last night by John L. 
Carey, New York, secretary of the American 
Institute of Accountants.
Commercial Appeal, Memphis.
In view of the problems presented by the 
social security and public utility acts of 1935 
to corporations and others served by the 
public accounting profession, the American 
Institute of Accountants has appoined spe­
cial committees to study each of these acts 
and accounting questions which may arise.
The Financial Age, New York.
The New York State Society of Certified 
Public Accountants and local members of the 
American Institute of Accountants have re­
ceived from the Institute, national organiza­
tion of the profession, a bulletin setting 
forth the guiding principles and approved 
methods which should prevail in public ac­
counting practice, it has been learned.
The Journal, Rochester.
Movement toward more complete disclosure 
of corporate fiscal affairs has been greatly 
accelerated, it is pointed out, by the prom­
inence given to such matters in the regula­
tions of the securities and exchange commis­
sion dealing with financial statements and 
also in correspondence during the years 1932- 
34 between the Accountants’ Institute and 
the committee on stock list of the New York 
stock exchange.
Daily Record, Omaha.
Under the title of “Examination of Finan­
cial Statements” the American Institute of 
Accountants had issued a bulletin summar­
izing approved accounting practice in certi­
fying statements either for credit purposes 
or for annual reports to stockholders. The 
bulletin is a revision of a former publication 
“Verification of Financial Statements” which 
was recognized as an authoritative statement 
of approved practice. The revision was con­
sidered advisable because of the greater de­
mand for more complete and accurate in­
formation in regard to the financial affairs of 
corporations and fuller disclosure of the 
bases on which accounts are stated.
Wall Street Journal, New York.
Announcement of the appointment of 
eleven California certified public accountants 
to important posts in the American Institute 
of Accountants has been made to the Cali­
fornia Society of Certified Public Account­
ants.
The Examiner, San Francisco.
The American Institute of Accountants on 
November 3rd made public a communication 
from the bureau of internal revenue, reply­
ing to a protest by the Institute that the 
required filing of information returns ft 
month in advance of income-tax returns is a 
great inconvenience to taxpayers. The bu­
reau stated in its letter that it realized the 
early filing date is responsible for a certain 
percentage of delinquency, but it added that 
if the purpose of the information is to be 
served, the inconvenience is unavoidable, and 
hence the February 15th deadline must be 
maintained.
The Financial Chronicle, New York.
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ACTIVITIES OF LOCAL SOCIETIES
A pp l ic a t io n  F orm
An application form recently adopted 
by the District of Columbia Institute of 
Certified Public Accountants requires 
the following information:
1. Date and place of applicant’s birth.
2. Certificate number and date of C. P. A. 
degree.
3. Business connections.
4. Record of employment and occupation 
during past five years.
5. Period of practice on own account.
6 . History of education.
7. Membership in professional and other 
organizations.
8 . References to three persons, two of 
whom must be certified public accountants.
9. Particulars as to any rejection, suspen­
sion or disbarment as agent or in any capac­
ity before the treasury or any other govern­
mental body or agency.
A  statement is required to the effect 
that the applicant has never been con­
victed of any crime involving moral tur­
pitude, has never been suspended or ex­
pelled from any professional organiza­
tion, has not suppressed any informa­
tion which might have a bearing on his 
application, and agrees to abide by the 
constitution, by-laws and rules of pro­
fessional conduct of the institute.
On the last sheet of the form is printed 
the institute’s rules of professional con­
duct.
P u b lic  R e l a t io n s
“ The many items of public interest 
now confronting American business pro­
vide the opportunity so long sought by 
the certified public accountant to obtain 
the recognition to which he is rightfully 
entitled,” the December Bulletin  of the 
Georgia Society of Certified Public 
Accountants states. It continues:
“The proper method is through the pro­
fessional organizations, and can be accom­
plished by extending invitations to business 
leaders to attend open meetings held for dis­
cussion of subjects such as social security 
taxes, natural business year, depreciation, 
gift taxes, income taxes and inventories.”
E t h ic s
The Colorado Society of Certified 
Public Accountants has undertaken to 
revise its code of ethics. A  proposed 
new code was presented for discussion 
at a recent meeting of the society and is 
being mailed to each member for his in­
formation. After suggestions have been 
submitted a final draft will be presented 
for adoption.
In the official publication of the society 
the secretary asked that each member 
give this matter his serious consideration 
and states:
“The maintenance of certain fundamental 
principles of ethics in an accounting associa­
tion is necessary, and such principles, to be 
effective, must be specific in application. A 
wide and airy definition of ethical principles 
is certainly not enforceable and on the other 
hand an attempt to go into elaborate detail 
seems rather unwise. The code of ethics 
should be based upon well established pro­
fessional principles, the breach of which will 
bring disrepute to the entire profession.”
D ist r ib u t io n  op C.P.A. Cer tific a te s
A  plan has been devised by the Michi­
gan Association of Certified Public Ac­
countants whereby successful candidates 
in that state for the certified public ac­
countant certificate shall be invited as 
dinner guests of the association to receive 
their certificates and the good wishes of 
the members. The state board of account­
ancy has indicated that it favors the plan 
and it is expected that the board will 
decide to give full cooperation. Members 
of the association feel that the proposed 
arrangement will result in a spirit of 
cooperation between the new certified 
public accountants and the older practi­
tioners who are members of the Michigan 
Association.
This plan was described in the Decem­
ber issue of the Worksheet, publication 
of the association. It has been followed 
with success by several other societies.
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MEETINGS AND ELECTIONS
Florida Institute of Accountants
Date: December 13-14, 1936, semi-annual 
meeting.
Place: St. Petersburg.
Speakers: Hugh H. Purvis, of Miami, “Legal 
Responsibilities and Rights of Public 
Accountants.”
Russell S. Bogue, of Tampa, “The federal 
social security act.”
Bryan Willis, Florida state auditor, 
“School finances.”
Harlie Howard, internal revenue agent, 
“The administration of the office of an 
internal revenue agent.”
Frank Falsone, “Administration of the 
Florida gross receipts tax.”
Wilbur Divine, chairman of the Florida 
state board of accountancy, “The work 
of the state board.”
Minnesota Society of Certified Public
Accountants
Date: January 28, 1936.
Place: Minneapolis.
Speakers: Joseph A. Boulay, of Minneapolis, 
“The federal income tax law.”
Oscar C. Strand, of Minneapolis, “The 
federal income tax law.”
Nebraska State Society of Certified Public
Accountants
Date: December 17, 1936 (Jointly with Ne­
braska Council of Accountants).
Place: Omaha.
Speakers: Henry C. Moeller, of Omaha, 
leader of round-table discussion of 
“Social security legislation.”
F. P. Bryan, of Omaha, president of Ne­
braska Council of Accountants, “Aims 
of the Nebraska Society of Certified 
Public Accountants and the Nebraska 
Council of Accountants.”
New Jersey Society of Certified Public 
Accountants
Date: January 27, 1936.
Place: Trenton.
Speakers: Joseph W. Wyks, district super­
intendent of a New Jersey public utility 
company.
E. C. Stokes, former governor of New 
Jersey, “Poetry of business.”
New York State Society of Certified Public 
Accountants
Date: January  13, 1936.
Place: New York.
Speakers: W. Randall Montgomery, attorney 
and member of the national bankruptcy 
conference, “Section 77-B of the federal 
bankruptcy act.”
Ohio Society of Certified Public Account­
ants (Columbus chapter)
Date: January 3, 1936.
Place: Columbus.
Elections: President—Laurance D. Keller.
Vice-President—Jesse H. Baldwin.
Secretary-treasurer—Frank A. Boland.
Rhode Island Society of Certified Public 
Accountants
Date: January 20, 1936 (Jointly with Provi­
dence Engineering Society).
Place: Providence.
Speaker: Maurice E. Peloubet, of New York, 
“Indentification and classification of 
fixed assets.”
Texas Society of Certified Public Account­
ants (El Paso chapter)
Date: December 10, 1935 (Organization meet­
ing).
Place: El Paso.
Elections: Chairman—C. M. Grider.
Secretary—J. G. Bixler.
Utah Association of Certified Public 
Accountants
Date: January 10, 1936.
Place: Salt Lake City.
Presiding: Alan Grant Mann, president, of 
Salt Lake City.
Speakers: William M. Kneer, chairman of 
industrial commission of the state of 
Utah, “The Utah unemployment insur­
ance act.”
Ray C. Wilson, representative of Robert 
Morris Associates on Utah Natural Busi­
ness Year Council, “The natural business 
year.”
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ANNOUNCEMENTS
Announcement is made by Ralph F. 
Mateer, Elmer E. Burgeson and William F. 
Packer of the formation of the partnership 
of Mateer, Burgeson & Packer, with offices in 
the Second National building, Warren, and 
the Union National building, Youngstown, 
Ohio.
E. C. Boye, of Kansas City, Missouri, is 
the author of an article entitled “Hidden 
advantages and disadvantages in making 
gifts,” which appeared in the December issue 
of the Tax Magazine.
John A. Cooke, of Chicago, has been ap­
pointed chairman of the property-owners 
division of the Evanston and North Shore 
real-estate board, Evanston, for the fifth 
consecutive year.
J. Weldon Jones, of Manila, Philippine Is­
lands, has been appointed by the President 
of the United States as the financial expert 
on the staff of the United States commis­
sioner to the Philippine Islands.
Caddie H. Kinard, of El Dorado, Ark­
ansas, recently addressed members of the El 
Dorado Rotary club on “The social security 
act as it affects accountancy.”
J. R. McCoy, of Los Angeles, has been 
appointed a member of the public relations 
committee on the Los Angeles chamber of 
commerce.
George S. Olive, of Indianapolis, has been 
elected president and director of the Indian­
apolis chamber of commerce.
J. Chester Crandell, of Boston, recently 
spoke on “The federal social security act and 
the Massachusetts unemployment insurance 
law” at meetings of the New England chap­
ter of the National Association of Office 
Managers, the Salem Rotary and Kiwanis 
clubs and chamber of commerce and the New 
England division of the Controllers Institute 
of America.
J. D. M. Crockett, of Kansas City, spoke 
recently on “The social security act” at a 
meeting of the Kansas City High Twelve 
club and at a meeting of the Leavenworth 
Rotary club.
Schuyler Dillon, of Boston, has been ap­
pointed town accountant of Norwell, Massa­
chusetts, for the year 1936.
Iver R. Johnson, of Chicago, addressed 
members of the Illinois Manufacturers’ Costs 
Association at a recent meeting on “Theft 
and fraud prevention as it relates to account­
ing.”
H. Ivor Thomas, of Los Angeles, is now 
serving his fifth year as director and treas­
urer of the Midnight Mission of Los Angeles.
George A. Treadwell, of New Orleans, has 
been re-elected vice-president of the Orleans 
parish school board. Mr. Treadwell has re­
cently been appointed by the governor of 
Louisiana and by the mayor of New Orleans 
to represent the state and city at the special 
session of the national rivers and harbors 
congress.
John J. Wall, of Providence, addressed 
members of the Westerly, Rhode Island, 
chamber of commerce on “The social security 
program,” at a meeting on December 30th.
Joseph H. Williams, of Wilkes-Barre, has 
recently been appointed chairman of finance 
committee of the Wilkes-Barre Kiwanis club.
A. C. Woods, of St. Louis, has been ap­
pointed chairman of the auditing unit of the 
united charities campaign.
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AMERICAN INSTITUTE OF ACCOUNTANTS
MEETING OF COUNCIL
The regular spring meeting of council 
of the American Institute of Accountants 
will be held at the offices of the Institute, 
135 Cedar Street, on April 1 3 , 1936. The 
session will convene at 10:00 a. m. Re­
ports of officers and committees will be 
heard and other business which may be 
brought before the council will be trans­
acted.
YEARBOOK OF THE INSTITUTE
Publication of the 1935 Yearbook of 
the American Institute of Accountants 
is expected shortly after this Bulletin  
goes to press. Publication has been some­
what delayed in order that amendments 
to the by-laws of the Institute, approved 
at the annual meeting session held on 
January 6 th, and recent committee ap­
pointments might be included.
WINNERS OF ELIJAH WATT SELLS 
SCHOLARSHIP AWARDS
The Institute’s board of examiners has 
announced the winners of the Elijah 
Watt Sells scholarship awards for high 
grades in the Institute’s examinations 
held on November 14 and 15, 1935.
The gold medal for highest grades will 
be awarded to George R. Lautenbach, a 
candidate before the state board of 
public accountancy of Texas.
The silver medal, for second highest 
grades, will be awarded to John C. 
Essene, who sat before the California 
state board of accountancy.
The winners have been invited to at­
tend the next annual meeting of the 
Institute, at Dallas, and there receive the 
awards.
This is the first occasion on which the 
Elijah W att Sells scholarship prize has 
taken the form of medals to be awarded 
to the successful candidates, in accord­
ance with a resolution of council adopted 
at its meeting October 14, 1935. Up to 
this time the prize has been given as a 
cash award to the one candidate who ob­
tained the highest grades in the Insti­
tute’s examinations for an entire fiscal 
year.
MEMBERSHIP AGAIN AT PEAK
The membership of the American In­
stitute of Accountants is again at the 
highest point in its history—a total of 
2,475, consisting of 2,083 members and 
392 associates.
Under the by-laws of the Institute 
members whose dues are not paid within 
five months after the beginning of the 
fiscal year are automatically dropped 
from membership. Under this provision 
only 11 members were lost as of January 
31, 1936.
Membership at the beginning of the 
current fiscal year was 2,386 and at 
March 1 , 1935, was 2,357.
Losses during the current year through 
death and resignation total 16.
PUBLIC UTILITY ACCOUNTING
In view of the nature of the matters 
which had been referred to the Insti­
tute’s special committee on public utility 
act, it was felt that the name of the com­
mittee did not properly indicate its func­
tion. Whereas the title implied that it 
should deal with matters arising under 
the public utility act of 1935, its activi­
ties were not limited to a study of such 
matters, but extended to other problems 
in the general field of public utility ac­
counting. The president has, therefore, 
changed the name of the committee to 
the special committee on public utility  
accounting.
The president has also enlarged the 
committee by the appointment of three 
additional members. These are Henry 
A. Horne, of New York; E. B. McGuinn, 
of Chicago, and Walter A. Staub, of New 
York.
The committee, on February 21st, con­
ferred at Washington with representa­
tives of the securities and exchange 
commission on tentative classifications of 
accounts for public utility holding com­
panies and mutual service companies. 
The committee has also been cooperating 
with the federal power commission in a 
study of a proposed uniform system of 
accounts for licensees and public utilities 
subject to the provisions of the federal 
water power act or the federal power act.
3
Bulletin of American Institute of Accountants
NATURAL BUSINESS YEAR 
QUESTIONNAIRE
Members of the Institute are urgently 
requested to fill out and return the 
questionnaire on natural business years 
adopted by their clients, enclosed with 
the February Bulletin. This information 
is essential to the completion of studies 
now in progress.
APPOINTMENT OF SUBCOMMITTEES 
ON DEVELOPMENT OF INSTITUTE
The following additional local subcom­
mittees have been formed with the ap­
proval of the president by members of 
the special committee on development of 
the Institute:
D enver
Ralph B. Mayo, chairman
C. H. Fulton 
Archer D. Lewis 
David M. Watson
M in ne a po lis  
Joseph A. Boulay, chairman 
Robert C. B. Jones 
Emil Kroeger 
George C. Ludolph
M eridian  
Robert H. Crook, chairman 
Roy C. Brown
T ulsa
Ross T. Warner, chairman 
George H. Abbott 
Burney Clack 
W. I. Nicholson, Jr.
J. A. Padon 
Virgil S. Tilly
P ortland, Oregon 
Robert J. Leo, chairman 
Joseph C. Gillingham 
William Whitfield
M e m ph is
Marvin 0. Carter, chairman 
Roscoe C. Clark 
Oliver P. Cobb
H ouston  
J. A. Phillips, chairman 
William 0. Bartle 
Charles N. McClendon 
T. W. Mohle
Sa lt  L ak e  C it y  
Allan Grant Mann, chairman 
Harold L. Child
EXAMINATIONS
The regular spring examinations of 
the Institute will be held on May 14 and 
15, 1936, and cooperating state boards of 
accountancy will hold simultaneous ses­
sions. Following is the schedule of the 
examinations:
Thursday, May 14,1936 
9:00 A. M. to 12:30 P. M. Auditing.
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part 1.
Friday, May 15, 1936 
9:00 A. M. to 12:30 P. M. Commercial law. 
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part 2.
APPOINTMENT OF COMMITTEE ON 
FIFTIETH ANNIVERSARY
The appointment of a special commit­
tee on fiftieth anniversary celebration, 
consisting of fifty members who have 
been prominently identified with the de­
velopment of the Institute, is announced 
by the president.
The committee is in two divisions—an 
honorary committee of forty-two mem­
bers, with W. Sanders Davies, first presi­
dent of the Institute, following its or­
ganization in 1916 as successor to the 
American Association of Public Account­
ants, as honorary chairman, and an ex­
ecutive committee of eight, with P. W. R. 
Glover, member of the executive commit­
tee of the Institute, as chairman. The 
honorary group will act in an advisory 
capacity, while the executive group will 
be responsible for arrangements for the 
celebration.
Following are the members of the com­
mittee :
H onorary Committee
W. Sanders Davies, honorary chairman, 
New York; Arthur Andersen, Chicago; 
George Armistead, Houston; Harold Ben- 
ington, Chicago; Arthur H. Carter, New 
York; Harvey S. Chase, Hamilton, Mass.; 
Clem W. Collins, Denver; Leonard H. 
Conant, New York; James D. M. Crockett, 
Kansas City, Mo.; Stanley G. H. Fitch, Bos­
ton; John F. Forbes, San Francisco; David 
L. Grey, St. Louis; James Hall, New York; 
Vivian Harcourt, New York; H. W. Henne- 
gin, Little Rock; W. P. Hilton, Norfolk;
4
Bulletin of American Institute of Accountants
James F. Hughes, New York; J. Porter Jop­
lin, Chicago; Joseph J. Klein, New York; 
Samuel D. Leidesdorf, New York; Farquhar 
J. MacRae, New York; Norman Loyall Mc­
Laren, San Francisco; John T. Madden, New 
York; James S. Matteson, Duluth; George
0. May, New York; Edward P. Moxey, Jr., 
Philadelphia; Walter Mucklow, Miami 
Beach; Carl H. Nau, Cleveland; John B. 
Niven, New York; Homer S. Pace, New 
York; Ernest Reckitt, Chicago; Charles F. 
Rittenhouse, Boston; T. Edward Ross, Phila­
delphia; John R. Ruckstell, San Francisco; 
Archie M. Smith, New Orleans; Arthur W. 
Teele, New York; Herbert M. Temple, St. 
Paul; H. Ivor Thomas, Los Angeles; Norman
E. Webster, New York; W. F. Weiss, New 
York; William H. West, New York; Arthur 
Young, New York.
E x e c u t iv e  C o m m itte e  
P. W. R. Glover, chairman, New York; 
Samuel J. Broad, New York; Will-A. Clader, 
Philadelphia; George Cochrane, New York; 
A. S. Fedde, New York; Maurice E . Pelou- 
bet, New York; Prior Sinclair, New York; 
Andrew Stewart, New York.
INSTITUTE MEMBERSHIP IN SIOUX 
CITY NOW 100 PER CENT.
Louis S. Goldberg, of Sioux City, a 
member of the special committee on de­
velopment of the Institute, reports that 
all certified public accountants of Sioux 
City at present eligible for admission to 
the Institute have become members or 
associates.
FORTIETH ANNIVERSARY OF 
FIRST C.P.A. LAW
The fortieth anniversary of the pas­
sage of the first C. P. A. law in the 
United States, that of the state of New 
York, will be celebrated by a meeting at 
the Waldorf-Astoria hotel, New York, 
on April 20, 1936. Arrangements are 
being made by the New York State So­
ciety of Certified Public Accountants.
Prominent state officers and represen­
tatives of the judiciary, of the business 
and financial community and of the press 
will be invited to attend the meeting, as 
well as officers of state and national ac­
countancy organizations.
GOVERNMENTAL ACCOUNTING
The Institute’s special committee on 
governmental accounting has received 
for its criticism the draft of a new pub­
lication to be issued by the national com­
mittee on municipal accounting, under 
the title "Forms of financial and statisti­
cal statements for a municipal report.”
THOMAS J. COUGHLAN
Thomas J. Coughlan, of East Orange, 
New Jersey, a member of the Institute 
since 1916, died on February 23, 1936, 
at the Orange Memorial Hospital.
Mr. Coughlan was senior partner of 
Coughlan & Coughlan, of New York, and 
a member of the New York State and 
New Jersey societies of certified public 
accountants. He attended Fordham 
University and was a graduate of the 
New York Law School.
ISIDOR GINSBERG
Isidor Ginsberg, a member of the In­
stitute since 1917 and an individual prac­
titioner of accountancy in New York 
since 1908, died on February 18th, at the 
age of 61.
Mr. Ginsberg was a native of Russia 
and came to this country in early child­
hood. He attended New York grammar 
schools, and in 1907 entered public 
accounting practice with Martin A. 
Coughlan, of New York. The following 
year he started practice on his own ac­
count. He was a certified public accoun­
tant of New York and New Hampshire.
WILLIAM A. MILLIGAN
William A. Milligan, of Bridgeton, 
New Jersey, senior partner of Milligan, 
Muller & Co., New York, and a charter 
member of the American Institute of 
Accountants, died on February 20th, 
after a brief illness.
Mr. Milligan had been a resident of 
Bridgeton for fifteen years and main­
tained a branch office there. He had 
served as city and county auditor. He 
was a certified public accountant of 
New York and New Jersey and a licensed 
municipal accountant of New Jersey.
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HIGH STANDARDS FOR THE 
C.P.A. CERTIFICATE
In an effort to assist state societies of 
certified public accountants in defeating 
proposed legislation which would lower 
the standards for the certified public ac­
countant certificate, the American Insti­
tute of Accountants committee on state 
legislation has sent to the president of 
each state society copies of statements by 
public bodies and organizations inter­
ested in finance, credit and banking, in­
sisting on maintenance of high standards 
for the C. P. A. certificate and on the 
public necessity for good accounting 
practice.
The New York stock exchange, Na­
tional Association of Credit Men, Robert 
Morris Associates, treasury department, 
securities and exchange commission and 
federal trade commission have stated in 
writing to the Institute their interest in 
high standards for accountancy. Many 
of the letters strongly deprecate the 
efforts which have been made in several 
states in recent years to lower the statu­
tory requirements under which the C. P. 
A. certificate may be obtained.
In the letter of transmittal to the state 
society presidents, explaining the pur­
poses of the Institute’s committee on 
state legislation, Charles H. Towns, 
chairman, says:
“In the 1935 sessions of state legislatures 
there were eight bills introduced which in 
some way would have lowered the standards 
of the C. P. A. certificate—by outright 
waiver provision, by modified waiver appli­
cable to accountants who had been in prac­
tice for a certain number of years, by pro­
vision of oral examination, by repeal of the 
C. P. A . law, or by credit toward passage of 
the examination for years of practice.
“The Institute’s committee on state legis­
lation fully realizes the difficulty which state 
societies sometimes encounter in opposing 
bills of this type before legislative commit­
tees. Legislators are often led to believe by 
proponents of such bills that certified public 
accountants constitute a monopoly which they 
jealously guard against intruders. It is diffi­
cult to convince such legislators that there is
a real public interest in the maintenance of 
high standards for the C. P. A. certificate.
“The American Institute of Accountants 
has approached a number of public and semi­
public bodies, with which it is on friendly 
terms, with a request for official statements 
of the interest of those bodies in the mainte­
nance of high standards for the certified 
public accountant certificate.
“These letters constitute indisputable evi­
dence that the business and financial com­
munity is keenly interested in the prevention 
of anything which would lower C. P. A. 
standards. It is suggested that in the event 
of introduction of legislation of a retrogres­
sive nature in your state these letters be 
called to the attention of the proper com­
mittees of the legislature.
“It is also suggested that in preparation 
for possible attacks on your C. P. A. law 
the state society obtain from state organiza­
tions, such as chambers of commerce, clear­
ing house associations, state bankers’ associa­
tions, local stock exchanges, etc., statements 
similar to those enclosed, which should serve 
as good examples in your approach to the 
state groups.”
The following excerpts from state­
ments by the several organizations men­
tioned indicate their interest in the 
subject:
Federal Trade Commission:
“. . . the commission in the light of its 
experience in the field of practice, fully rec­
ognizes the necessity of maintaining high 
standards in professional accountancy.”
National Association of Credit Men:
“We feel that where trust funds are in­
volved it is very essential that the audit re­
ports that are given us be prepared by 
competent, careful accountants. We feel the 
requirement of a C. P. A. certificate insures 
to us a reliable audit.
“This organization would register opposi­
tion to any movement which might lower the 
standard of requirements for the accountant’s 
certificate. We believe the present require­
ments are fair. We also believe the posses­
sion of a certified public accountant’s certifi­
cate, when acquired under a recognized state 
examination, is of great value.”
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New York Stock Exchange:
“The stock exchange has a direct interest 
in this question, because of the position it 
has taken for some years back requiring that 
the accounts of companies seeking listing for 
their securities must be audited by a prop­
erly qualified auditor. Unless the certified 
accountant’s certificate means something 
definite, we can not see how it will mean 
anything at all to us or, indeed, to anyone 
else. . . .
“. . . we do feel that such a certificate 
has had and should have a definite meaning, 
and we regard as being against the public 
interest any movement for lowering the 
standards required for the possession of such 
a certificate.”
Robert Morris Associates:
“We look upon the C. P. A. certificate as 
an indication of a high standard for the 
accounting profession and are firmly of the 
belief that there should be no letting down 
of requirements for such a certificate. As a 
matter of fact, we are strongly of the opinion 
that in the interests of the public at large, 
stockholders and prospective investors in 
corporations, investment houses, and loaning 
banks, legislators should further strengthen 
the laws so that no one shall be given a C. 
P. A. certificate who can not satisfactorily 
pass a proper written examination and qual­
ify otherwise, to the extent that the fullest 
confidence can be placed in any audit pre­
pared and signed by a certified public ac­
countant.”
Securities and Exchange Commission:
“I do not think the importance of good 
accounting can be too strongly emphasized.
“In practicing under the securities act 
and the securities exchange act, the ac­
countant has a duty to prepare his state­
ments in such a manner that a clear picture 
of the financial position of any enterprise is 
presented. Good accounting, therefore, goes 
a long way to make the work of this com­
mission easier and will aid in accomplishing 
the purposes of the securities act of 1933 
and the securities exchange act of 1934.”
Treasury Department:
". . certified public accountants and 
attorneys are the only professional men ad­
mitted to practice before the department of 
agents of taxpayers without examination.
This privilege is extended to certified public 
accountants because the committee on en­
rollment and disbarment has been convinced 
that the prerequisites for the certificates in 
the various states are sufficiently high to 
warrant it.
“It is obviously essential for the protection 
of the taxpayer and the government that 
agents practising before the department be 
qualified through education and training to 
do so competently.
“The treasury department requires all 
applicants for enrollment who become certi­
fied or registered public accountants by the 
waiver route, to take an extensive examina­
tion to demonstrate their qualifications to 
represent claimants before the department.” 
The Institute’s committee on state leg­
islation has offered to state societies its 
full cooperation in opposing accountancy 
bills of a retrogressive nature.
MEETINGS AND ELECTIONS
California State Society of Certified Public
Accountants (Los Angeles chapter)
Bate: February 10, 1936.
Place: Los Angeles.
Speaker: Professor Howard S. Noble, dean 
of the college of commerce, University 
of California at Los Angeles, “Account­
ing education.”
Massachusetts Society of Certified Public
Accountants
Bate: February 24 , 1936.
Place: Boston.
Speaker: Ross G. Walker, professor of ac­
counting, Harvard graduate school of 
business administration, “Accounting 
and business management.”
Minnesota Society of Certified Public
Accountants
Bate: February 25 , 1936.
Place: Minneapolis.
Speaker: Lyle W. Hines, of St. Paul, “Fed­
eral income-tax regulations.”
Utah Association of Certified Public
Accountants
Bate: February 13, 1936.
Place: Salt Lake City.
Speaker: Stewart Cosgriff, Salt Lake City 
banker, “Changes in the banking system 
under the present administration.”
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"INDEPENDENT PUBLIC 
ACCOUNTANTS"
In response to an inquiry directed to 
the Institute regarding the title of the 
bulletin, Examination of Financial State­
ments by Independent Public Account­
ants, asking why the term “ independent 
public accountants” was selected, Sam­
uel J. Broad, chairman of the committee 
which prepared the bulletin, has written 
the following reply:
“The question of a title for the bulletin 
received the careful consideration of the com­
mittee. One of the titles suggested was 
Eamination of Financial Statements by Cer­
tified Public Accountants. It was felt, how­
ever, that this was unduly restrictive. Many 
examinations are made by accountants who 
are not certified, and by firms all the partners 
of which are not certified. It is to the inter­
est of all accountants, whether certified or 
not, that the work of these accountants also 
should be judged by reasonable standards, 
because poor work by any practising account­
ant can have a harmful effect upon the pres­
tige of the profession as a whole.
“There was another reason for the use of 
the term ‘independent public accountants.’ 
Financial statements, in the words of the 
bulletin, reflect a combination of recorded 
facts, accounting conventions and personal 
judgments. Accountants have long recog­
nized that the principal value of an exami­
nation is the review by an independent expert 
of these judgments and of the accounting 
policies and practices followed. They have 
directed a great deal of effort in recent years 
towards educating the public to the value of 
this independent review.
“The bulletin afforded an excellent oppor­
tunity to emphasize the point anew and to 
consolidate gains made. Many certified pub­
lic accountants are in private employment 
and the bulletin obviously does not apply to 
them. The whole emphasis is upon the steps 
to be taken in an independent and outside 
examination.”
A meeting of the New York State 
Society of Certified Public Accountants 
will be devoted to discussion of the 
pamphlet, Examination of Financial
Statements by Independent Public Ac­
countants, on March 23rd at the Waldorf- 
Astoria hotel, New York. Samuel J. 
Broad, chairman of the American Insti­
tute of Accountants committee which 
prepared the pamphlet, as well as other 
members of the committee, will partici­
pate in the discussion. The New York 
State Society has invited all New York 
members of the Institute who are not 
members of the society to attend the 
meeting.
ARBITRATION ASSOCIATION ASKS 
CO-OPERATION OF ACCOUNTANTS
The American Arbitration Associa­
tion, which this year is celebrating its 
decenial anniversary, has suggested to 
the Institute an additional service which 
public accountants can render to their 
clients, by recommending the inclusion 
of arbitration clauses in contracts of 
clients with other concerns and the choice 
of arbitration rather than litigation in 
the settlement of disputes.
Particular attention is called to the 
possibility of reducing reserves for con­
tingencies by prompt settlement through 
arbitration of matters which would other­
wise await the outcome of lawsuits. The 
association cites, in illustration, the fact 
that many casualty insurance companies 
greatly reduce this item in their financial 
statements by submitting to arbitration 
pending suits against insured customers. 
It also states that disputes over ques­
tions of accounting in the dissolution of 
partnerships and in the reorganization 
or consolidation of corporations might 
well be submitted to arbitration, which 
facilitates prompt settlement at low cost.
An instance is cited by the association 
in which a client of an accountant be­
came involved in a matter in which an 
arbitration clause would have been of 
great benefit; but it was not thought of, 
nor was the accountant given an oppor­
tunity to check the contract until it was 
too late and the agreement had been 
signed. The contract covered the reor­
ganization of a large business enterprise 
and involved three parties. A t once a
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glaring opportunity for misunderstand­
ing was evident in the use of the term 
“ expenditures” instead of "operating 
expenses.” There was nothing to be 
done, of course, but to wait for the in­
evitable to happen. “ Expenditures” 
began to pile up into an amount entirely 
beyond the intent of the parties in enter­
ing into the agreement. The result was 
that the interest of the client suffered 
seriously and he became involved in a 
long-drawn out controversy. Although 
admirably adapted to arbitration, the 
differences required months of litigation 
for settlement.
In its decennial report, the association 
describes its system of tribunals which 
is available for the arbitration of a wide 
variety of disputes. The American 
Arbitration Tribunal, with facilities in 
1,600 cities, makes it possible to arrange 
for an arbitration at a point convenient 
to the parties anywhere in the United 
States.
The system includes special tribunals 
established by industrial groups for the 
use of their members, and for non-mem­
bers in controversy with members, under 
prescribed conditions.
There exists a national panel of arbi­
trators, comprising about 7,000 men who 
serve without compensation. The na­
tional panel is supplemented by special 
panels of experts to act in particular 
fields.
The administration of the tribunals is 
in the hands of the arbitration commit­
tee of the association. It receives re­
quests for arbitration and arranges the 
time and place of the hearings; it sug­
gests the names of arbitrators and ob­
tains their consent to serve. The com­
mittee also provides a hearing room and 
a clerk.
In its decennial report, the association 
names the American Institute of Ac­
countants among organizations which 
have supported its program.
I. H. Krekstein, of Philadelphia, has been 
appointed director of the bureau of corpora­
tion taxes, commonwealth of Pennsylvania.
CO-OPERATION BETWEEN BANKERS 
AND ACCOUNTANTS
In an article which appeared in the 
February issue of the Monthly Bulletin  
of the Robert Morris Associates, Philip
F. Gray, chairman of the Robert Morris 
Associates committee on cooperation with 
public accountants, traced the develop­
ment of cooperation between accountants 
and bankers. Following is the text of 
bis article:
“About twelve years ago, the Robert Mor­
ris Associates, feeling that a great deal could 
be accomplished by a concerted effort on the 
part of credit men to develop a closer rela­
tionship with the members of the accounting 
profession, established the committee on co­
operation with public accountants with Har­
vey Whitney as chairman. Several account­
ing organizations, in turn, formed corre­
sponding committees on cooperation with 
bankers.
“The national committee of the Associates 
has fourteen members representing as many 
large cities throughout the country. Various 
local chapters have organized committees 
which endeavor to work closely with repre­
sentatives of accountancy in their respective 
cities.
“From time to time, questions regarding 
accountants’ work are submitted by various 
members of the Associates, either to the 
chapter committee or to the national chair­
man. In some cases the matters are settled 
locally through a discussion with the particu­
lar accountant by the committee. Arbitra­
tion of this sort has, of course, been most 
effective in promoting better understanding, 
both of technical accountancy by the credit 
men and of the bankers’ requirements by the 
accountant.
“Many joint meetings have been held with 
different groups of accountancy organiza­
tions. The bankers have worked very closely 
with the accountants on problems of mutual 
interest, such as those relating to the ac­
countant’s responsibility for the verification 
of inventories. This latter discussion has 
resulted in one instance in the adoption of a 
resolution by a state society of certified pub­
lic accountants defining and describing just 
what the limitations of this responsibility 
are. The members will recall that some time 
ago, in conjunction with the committee on
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cooperation with bankers of the American 
Institute of Accountants, the Robert Morris 
Associates committee sent out letters regard­
ing the character of year-end audits. In 
another instance, the bankers were able to be 
of some assistance to the accountants in the 
preparation of a classification of account­
ancy services.
“From its very inception, the committee 
has waged a campaign on the subject of cer­
tificates on audited statements to promote 
greater accuracy and a mutual understand­
ing of terminology, at the same time en­
deavoring to impress upon the accountants 
the fact that the banker judges the scope of 
the audit and the dependability of the figures 
by what the accountant in his certificate 
claims to have done. In this connection, 
also, the committee has encouraged the policy 
of the borrower granting permission to the 
accountant to discuss his affairs with the 
banker, both before the audit is made in 
order to ascertain just what the banker’s 
requirements are, and afterward to clear up 
any details of terminology or any possible 
misunderstanding.
“The committee’s work has not been lim­
ited solely to cooperation with other organi­
zations. Through the medium of a certain 
amount of publicity which has been given to 
its activities, it has endeavored to educate the 
borrower to the realization that it is to his 
own interest to supply his accountants with 
all possible information about his business, 
since it is upon a true and accurate knowl­
edge of the borrower’s financial strength that 
his bank and commercial credit depend, and 
this knowledge is, of course, drawn from his 
audited statements.
“Harvey Whitney remarked at the end of 
one of his annual reports, and the present 
chairman can do no better than to repeat 
his statement: ‘We have tried to make it a 
committee of coöperation, not of criticism, 
and we have met with a hearty response 
from the accounting profession at large.’ ”
Alexander Wall, secretary of the Rob­
ert Morris Associates, will speak on “ Ac­
countants, clients and bankers—their 
stake in audits” at a meeting sponsored 
by the District of Columbia Institute of 
Certified Public Accountants to be held 
at Washington, D. C., April 21, 1936.
PRACTICE UNDER ASSUMED NAME
Assembly bill 212, which is now before 
the New Jersey legislature, would make 
it unlawful for any individual, partner­
ship or corporation to practise as a cer­
tified public accountant, auditor or pub­
lic accountant under a false, fictitious or 
assumed name, or under the name of a 
former employee, associate or partner 
who by reason of death or otherwise is 
no longer associated with the individual, 
firm or corporation. This bill is similar 
to bills introduced during 1935 in Okla­
homa and Pennsylvania, which were 
defeated.
The board of trustees and advisory 
board of the New Jersey Society of Cer­
tified Public Accountants, on February 
2 0 th, adopted the following resolution in 
opposition to the b ill:
“The board of trustees deprecates the in­
troduction of special legislation regulatory of 
the public accountancy profession since the 
general legislation, now contained in New 
Jersey statutes, is sufficiently wide and in­
clusive to govern the profession in its rela­
tionship with the business public. The in­
troduction of special legislation weakens 
control of the profession and interferes with 
established policies for affording protection 
to the public.
“Furthermore, the board believes the form 
and contents of assembly bill 212  is vicious 
and tends to be against the best interests of 
the public and the accountancy profession.”
The American Institute of Account­
ants committee on state legislation has 
cooperated with the New Jersey society 
in the formulation of plans for opposi­
tion to the bill.
On March 2nd, this bill was formally 
disapproved by the bar association of 
Essex county, New Jersey. The atten­
tion of the bar association has been 
drawn to the bill by the New Jersey 
Society of Certified Public Accountants.
Following are excerpts from a memo­
randum dealing with the bill which has 
been sent by the state society’s commit­
tee on legislation to all members of the 
society.
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"The bill would retard the normal, natural 
growth of the profession.
“The normal growth of professional prac­
tice is through the contribution of the best 
talents of a group of practitioners, serving 
the public clientele, under a plan of partner­
ship organization. Such development of 
partnerships is essential to assure the busi­
ness public of continuity of service on the 
part of the accountant and auditor to whom 
the auditing and accountancy problems are 
entrusted.
“Every firm, large or small, has a definite 
policy and the general character of its prac­
tice is known. It is most unusual for this 
to be determined by one or two men. The 
principles, knowledge and experience of the 
firm are shared by all the partners and are 
gradually acquired by the employees. When 
one partner dies or retires his place is filled 
and the firm carries on in much the same 
way as before.
“It has long been recognized that the in­
dividuals comprising the group practising 
under a particular firm name have all been 
imbued with the same ideals, and when a 
client of the firm deals with an employee of 
the firm he is justified in taking it for 
granted that his affairs receive that same 
careful attention because of which he has 
continued to deal with the firm.
“Assembly bill 212 is of the same character 
as introduced and defeated in Pennsylvania 
last year. Legislation of this sort is most 
unfair to the accountancy practitioner who 
takes employment with a firm, and who, 
through his participation in the building up 
of the firm name and the professional prac­
tice, subsequently becomes a partner in that 
firm. He has shared in the development of 
the goodwill and as the firm name has been 
developed through the years because of the 
character of the services he should be per­
mitted to enjoy the fruits of his labors.
“Confusion of firm names would be injurious 
to interests of the business public.
“The principal damage which would be 
done by the necessity for frequent and radi­
cal changes in the names of firms would be 
suffered not by accountants but by their 
clients, the investing public and creditors 
and credit men.
“A law which would require firm names to 
be changed frequently would be responsible
for unnecessary confusion. These disadvan­
tages apply alike with equal force as respects 
the small and large firms. The development 
of accountancy in this country has been 
largely due to the fact that an increasing 
number of business men rely habitually upon 
statements certified by firms of certified 
public accountants.
“The bill discriminates against the account­
ancy profession.
“No other professional partnerships are 
restricted in the use of a partnership name. 
No evidence has been produced either by 
those engaged in the profession or by the 
business public of any abuse, injury or fraud 
that has resulted from the use of a partner­
ship name as representative of an entity, ir­
respective of whether all members included 
in the firm name survive during the entire 
period of its existence. There is no public 
demand for discrimination against the ac­
countancy profession in restricting the choice 
of its members as respects the firm name un­
der which practice is conducted.
“Interference by legislation with internal 
policies of profession unnecessary if  pub­
lic interests are not involved.
“The professional practice of every certi­
fied public accountant is better safeguarded 
by fostering harmonious relationships among 
all his co-practitioners. Such harmony pre­
vails. Anything which would tend to dis­
rupt this ideal condition is injurious to the 
welfare of every member of the profession. 
If interference emanates from any source 
outside of the profession and is not coupled 
with a direct public interest, it should be 
condemned as an unwarranted intrusion.
“Assembly bill 212  is ill-advised and frag­
mentary. If any general revision of account­
ing legislation is required, it should be 
prepared, studied and discussed by members 
of the society and submitted to the legisla­
tive committee and board of trustees.
“Powers vested in New Jersey board of pub­
lic accountants.
“As previously stated, no evidence has 
been produced that the evils, which this bill 
purports to correct, actually exist. If these 
evils did exist, correction could be well left 
to the New Jersey board of public account­
ants, which possesses wide powers to make 
rules and regulations, without additional leg­
islation.”
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NATURAL BUSINESS YEAR
The natural business year council is 
planning wide distribution of reprints of 
an article on natural business year re­
cently published in Domestic Commerce, 
issued by the bureau of foreign and 
domestic commerce, United States de­
partment of commerce. This article was 
reproduced in the Bulletin  of the Insti­
tute for February 15, 1936.
It is expected that the bulk of the 
reprints now in the possession of the 
council will be distributed through the 
various organizations which are cooper­
ating in its work. The American Insti­
tute of Accountants has notified the 
presidents of all state societies of certi­
fied public accountants that the pamph­
lets are available for distribution through 
their members to clients and local trade 
and commercial organizations.
A  copy of the pamphlet, together with 
an offer to supply additional copies, has 
been sent to the executive secretaries of 
2,500 leading trade associations of the 
United States. Copies have also been 
sent to the secretaries of the chambers 
of commerce in all cities of the United 
States having a population of 5,000 or 
more, with an offer to arrange for ad­
dresses before their members by qualified 
speakers on the natural business year.
The natural business year council con­
tinues to receive many requests for in­
formation from business men interested 
in the determination of the proper fiscal 
periods for their enterprises.
As the rush season for accountants 
draws to a close, most state societies of 
certified public accountants are expected 
to renew their efforts in behalf of the 
natural business year. The Institute’s  
special committee on natural business 
year is at present studying the most ef­
fective means by which the state societies 
can cooperate with bankers, credit men 
and others in the campaign. It recom­
mends that the various groups interested 
in the movement combine their efforts 
through a state natural business year 
council in whose name trade associations 
and individual business men may be ap­
proached.
PRIVILEGED COMMUNICATIONS
Two decisions recently handed down 
in district courts of the United States 
held that state laws providing that con­
fidential communications between certi­
fied public accountants and their clients 
should be privileged were without au­
thority in the cases before the court, 
which were actions brought by the fed­
eral government in the course of income- 
tax investigations.
In one case, decided on February 5th, 
the United States district court at Den­
ver, ordered a certified public account­
ant to appear before a special agent of 
the bureau of internal revenue and an­
swer all questions regarding the affairs 
of two concerns under investigation in 
an income-tax matter. According to 
newspaper reports, the accountant had 
refused to give information in his pos­
session bearing on the affairs of the two 
concerns, which were his clients. His 
refusal was based on a state law which 
he interpreted as granting accountants 
the same immunity accorded lawyers 
from the necessity of revealing the con­
fidential affairs of their clients.
In ruling on the case, the court is re­
ported to have held that the state law is 
“ meaningless as far as the United States 
government is concerned."  Following in 
part, are the remarks of the presiding 
judge as reported in the press:
“The government of the United States 
seeks to collect taxes and there is no federal 
activity in which the officers are vested with 
more power than in the gathering of reve­
nue. If a law like this can be used to cir­
cumvent the regular processes of the federal 
government, it would seriously cripple the 
whole machinery.
“The government officers are vested with 
the power to examine the records of these 
companies. There might be some excuse for 
claiming privilege if he (the accountant) had 
been advised by his client to do so, but there 
is no evidence of that.”
It was here stated for the accountant 
that it was for his own protection that he 
had sought a judicial determination of 
his position. The court then continued.
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“This law is meaningless as far as the 
United States government is concerned. I  
don’t see why a certified public accountant 
should have any more privilege than any 
other citizen. The matter should not even have 
been brought to take the time of this court.” 
In the United States district court, 
northern district of Iowa, western divi­
sion, a similar ruling was made.
Proceedings were filed on behalf of 
the agent in charge to bring about the 
production of records under section 618 
of the revenue act of 1928 (amending 
section 1104 of the revenue act of 1926), 
and to require the county attorney and 
a certified public accountant who had 
made investigations for the county, to 
testify as to their knowledge of the 
affairs of certain individuals whose in- 
come-tax liability was under investiga­
tion by the government. The court held 
that the state law which extends privi­
lege to information gained by a certi­
fied public accountant concerning the 
affairs of his clients did not exempt him 
from complying with the order.
Section 1104 of the revenue act of 1926 
is as follows:
“ The commissioner, for the purpose o f as­
certaining the correctness of any return or 
for the purpose of making a return where 
none has been made, is hereby authorized, by 
any officer or employee of the bureau of in­
ternal revenue, including the field service, 
designated by him for that purpose, to ex­
amine any books, papers, records, or memo­
randa bearing upon the matters required to 
be included in the return, and may require 
the attendance o f the person rendering the 
return or o f any officer or employee of such 
person, or the attendance of any other per­
son having knowledge in the premises, and 
may take his testimony with reference to the 
matter required by law to be included in such 
return, with power to administer oaths to 
such person or persons.”
N ew  Y o rk  
No further action has been reported on 
assembly bill 878 and senate bill 733, 
identical bills now before the New York 
legislature, providing for protection of 
the confidential relations between cer­
tified public accountants and their 
clients.
V irg in ia
A  bill known as senate bill 327, which 
is identical with those providing for con­
fidential communications now before the 
legislature of New York, was introduced 
in the Virginia legislature on February 
18th. It has been referred to the com­
mittee on general laws.
ANNUAL BANQUET OF 
CREDIT MEN
The accountancy profession was offi­
cially represented at the annual banquet 
of the New York Credit Men’s Associa­
tion by James F. Hughes, president of 
the New York State Society of Certified 
Public Accountants, and John L. Carey, 
secretary of the American Institute of 
Accountants, at the Hotel Astor, Febru­
ary 20, 1936. About twelve hundred per­
sons were present. Speakers were James 
T. Shotwell, professor of history at Co­
lumbia University; John Lord O ’Brian, 
of Buffalo, regent of the University of 
the State of New York; and John M. 
Oskison, of Oklahoma, author and jour­
nalist. Joseph Rubanow, president of 
the association, acted as toastmaster.
ATTEMPT TO ABOLISH C. P. A.
CERTIFICATE DEFEATED
The legislative committee of the Vir­
ginia Society of Public Accountants has 
reported to the Institute the rejection of 
two bills introduced in the general assem­
bly of Virginia. Both bills were opposed 
by the Virginia society.
House bill 409 would have abolished 
the designation of “ certified public ac­
countant”  and grouped the certified 
public accountants and public account­
ants registered under the present law in 
one class to be known as “ licensed pub­
lic accountants."  Only the certificate of 
licensed public accountant would have 
been issued in the future.
House bill 406 would have amended 
the state accountancy law to provide 
that, with the exception of one attorney, 
all members of the state board of ac­
countancy should be educators.
Both bills were rejected by the com­
mittee on general laws on February 27.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from arti­
cles mentioning the American Institute 
of Accountants, which have appeared in 
the public press during recent weeks:
Certified public accountants appearing be­
fore the state division of corporations rela­
tive to tax matters will have to show proof 
of their standing, as recorded by the state 
board of accountancy or the American Insti­
tute of Accountants, according to notice 
issued today by Judge Edward L. Leahy, 
division chief.
The News-Tribune, Providence.
The Delaware board of accountancy co­
operates with the American Institute of Ac­
countants in its examinations. The same 
examinations are given in all cooperating 
states at the same time. There are approx­
imately 35 of the state accountancy boards 
cooperating in this way.
The Star, Wilmington, Delaware.
When the American Institute of Account­
ants and the New York stock exchange in
1932 and 1933 were preparing standards of 
accounting for listed companies, the follow­
ing was among the principles recommended 
by the Institute’s committee:
“While it is, perhaps, in some circum­
stances permissible to show stock of a cor­
poration held in its own treasury as an asset 
if adequately disclosed, the dividends on stock 
so held should not be treated as a credit to 
the income account of the company.”
The Sun, New York.
In a twelve-page copyrighted pamphlet, the 
American Institute of Accountants (135 
Cedar street, New York) presents, under the 
title, Accounts of Governmental Bodies, rec­
ommendations to individual citizens for ob­
taining proper administration of the fiscal 
affairs of municipalities. This six-point plan 
has been prepared by the Institute’s special 
committee on governmental accounting. The 
principles of its procedure are clearly ex­
plained and appeal to intelligent civic inter­
est.
The American City.
Fuller disclosure of the basis on which 
corporation accounts are stated and increased 
emphasis on accounting principles and con­
sistency in their application have marked the 
development of accounting practice during 
recent years. These developments have been 
accelerated by the prominence given to such 
matters in regulations of the securities and 
exchange commission dealing with financial 
statements and also in correspondence during 
the years 1932 to 1934 between the Amer­
ican Institute of Accountants and the com­
mittee on stock list of the New York stock 
exchange.
Barron’s.
A  special committee of the American In­
stitute of Accountants met today with L. R. 
Harrington and Carman G. Blough, chief 
accountant of the securities and exchange 
commission, and William M. Hammond, con­
sulting accountant for the commission, to 
discuss procedure in connection with the 
formulation of uniform systems of accounts 
for public utility holding companies and 
mutual service companies.
The Times, New York.
Announcement has been received of the 
appointment of a committee of Baltimore 
members of the American Institute of Ac­
countants to represent the organization in 
this locality.
The Baltimore group is a subcommittee of 
the special committee on development of the 
Institute, with a purpose of forming a con­
necting link between the national and local 
organizations.
The Evening Sun, Baltimore.
The South Carolina Society of Certified 
Public Accountants and local members of the 
American Institute of Accountants have re­
ceived from the Institute, national organiza­
tion of the profession, a bulletin setting forth 
the guiding principles and approved methods 
which should prevail in public accounting 
practice, it has been learned.
The State, Columbia, S. C.
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ACTIVITIES OF LOCAL SOCIETIES
A cc o u n t a n t s ’ L ibrary
The Bulletin has reported instances of 
the establishment of technical accounting 
libraries through the cooperation of state 
societies of certified public accountants 
and the public libraries of various cities. 
The Maryland association was a pioneer 
in this movement. The success of its 
project is attested in a recent article by 
the librarian of the Enoch Pratt free 
library of Baltimore, recently published 
in the Baltimore Evening Sun.
The article points out that accounting 
literature falls within that “ twilight 
zone”  of important books which are just 
outside the definition of what a tax-sup­
ported library should purchase. Yet the 
Enoch Arden library has a large collec­
tion of books on accounting and related 
subjects, acquired under a plan which 
the library says is both interesting and 
successful and might interest a number 
of organizations in Baltimore.
Briefly, the plan is this. Through a 
contract between the association and the 
library, the association provides and ad­
ministers a fund to which $200 is con­
tributed annually. In cooperation with 
the library, the association selects and 
purchases the most important books and 
has them placed on the shelves of the 
library’s department of business and 
economics. There are many duplicates 
in the collection, and these can be bor­
rowed by members of the association, but 
not by other library readers. They can, 
however, be used freely by any reader, 
provided they are not taken from the 
room. This gives the association mem­
bers full use of the most important books 
on accounting and adds to the library’s 
collection many volumes which would 
not otherwise be available. The article 
closes with the following paragraph:
“One important point I  mention last— that 
in the agreement the library promised to 
continue its own purchase of the more usual 
and popular books in this subject and not to 
use the accountants’ association fund as an 
excuse for diminishing its own regular ob­
ligation in this field, out of its own budget.”
N e w  P ublic at io n
Another publication has been added to 
the periodical literature of the account­
ing profession. In December, the Ari­
zona Society of Public Accountants is­
sued its first publication, a four-page 
pamphlet containing a “ President’s 
page,”  a “ Secretary’s page”  and nu­
merous items of interest to the Arizona 
accountant. Greatest space was given to 
description of the society’s efforts to im­
prove the accounting practice of Arizona 
municipalities.
S c h o larsh ip  A w ard
Chicago newspapers of February 10th 
carried the following announcement, un­
der the title “ Chicagoan Wins Highest 
Honors in C. P. A. Exams” :
“William Clair Hopkins, 7068 North Hill- 
dale avenue, Chicago, won highest honors in 
the Illinois certified public accountant ex­
aminations in which several hundred candi­
dates participated, the Illinois Society of 
Certified Public Accountants announced to­
day. Mr. Hopkins, who is a graduate of the 
Walton school of commerce, of Chicago, will 
receive the gold medal awarded by the 
society.”
P ayr o ll  R ecords
The Kansas City chapter of the Mis­
souri Society of Certified Public Ac­
countants has advised business men of 
the community that employers who main­
tain a regular payroll record need not 
consider any radical changes in their ac­
counting methods to comply with re­
quirements of the federal social security 
act. A  resolution recently adopted by 
the chapter is as follows:
“Taxpayers are counseled not to be 
stampeded into making uncertain and incom­
pletely considered changes in their accounts. 
It is premature to reach any satisfactory 
conclusion as to the type of records that will 
be needed. Regulations remain to be issued 
both by the federal government and by the 
states as to the data which employers will be 
required to furnish. There will undoubtedly 
be ample time to effect any changes which 
are essential.”
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ANNOUNCEMENTS
Harry A. Altschuler, Charles Melvoin and 
Morris M. Glasser, of Chicago, announce that 
their firm name has been changed from Alt­
schuler, Melvoin & Co. to Altschuler, Mel­
voin & Glasser.
David Berdon & Co., of New York, an­
nounce the admission of Irving Kuller to 
membership in the firm.
Hadfield, Rothwell, Soule & Coates, of 
Hartford and Stamford, announce the ad­
mission of James W . Hickey and Albert 
Dixon, Jr., to the firm as general partners.
Joel Hunter, of Atlanta, has been ap­
pointed to the centennial committee of Emory 
University.
George K. Hyslop, of New York, has an­
nounced his retirement from the firm of Allen 
R. Smart & Co. and the formation, with 
William D. Boehm, of the firm of Hyslop & 
Boehm, with offices at 420 Lexington avenue, 
New York.
L. H. Keightley and W . P. Mollers, of 
Rapid City, South Dakota, announce the 
formation of the partnership, Keightley & 
Mollers, with offices at 603½ Main street, 
Rapid City.
C. B. Sheffield, formerly a partner of the 
J. A. Phillips Co., Houston, has assumed his 
new duties as Texas state auditor and effi­
ciency expert.
Roy G. Abbey, of Salt Lake City, ad­
dressed members of the Executives Associa­
tion of Salt Lake City on “Federal and state 
income taxes” at a meeting on January 6th.
Donald P. Perry, of Boston, has been made 
chairman of the volunteer audit committee 
of the community federation of Boston.
H. Y. Robertson, of Amarillo, Texas, spoke 
on “The social security act— explanation of 
requirements” at the twenty-third quarterly 
Panhandle-Plains joint meeting of credit men 
and retail credit association secretaries, held 
at Amarillo, January 12th.
Clinton W . Bennett, of Worcester, made 
addresses on the effect of federal and state 
social security legislation at recent meetings 
of the Haverhill Rotary club and the Haver­
hill Kiwanis club and a convention of the 
Wood Turners Service Bureau.
J. A. Boulay, of Minneapolis, spoke on 
“The social security act and state social leg­
islation” at a meeting of the Minnesota 
Northwest Warehousemen’s Association, held 
January 17th at Minneapolis.
Harvey S. Chase, of Boston, is the author 
of an ar ticle entitled “Fallacies of social 
credit” which was published in the December 
issue of the American Economics Review.
J. D. M. Crockett, of Kansas City, spoke 
on “The social security act” at a recent meet­
ing of the Liberty, Missouri, Rotary club.
Oscar S. Fishback, of New York, spoke on 
“The income-tax law as it applies to individ­
uals and corporations” at a meeting of the 
Republican Business Women, Inc., at New 
York, February 4th.
Louis S. Goldberg, of Sioux City, spoke 
on “The social security act” at recent meet­
ings of the American Interprofessional In­
stitute, the Lawyers club, the Retail Credit 
Association and the Lions’ club, of Sioux 
City.
Anson Herrick, of San Francisco, spoke 
on “The social security act and the California 
state unemployment reserves law” at a meet­
ing of the San Francisco chapter of the 
American Institute of Banking, held Janu­
ary 22nd.
Phillip A. Hershey, of San Francisco, was 
guest speaker at a meeting on February 1st 
of the Wholesale Hardwood Dealers Associa­
tion, his subject being “Taxes— their effect 
upon business.”
Williar R. Main, of Philadelphia, spoke on 
“Pennsylvania taxes” at the annual meeting 
of the Pennsylvania Bankers’ Association, 
group 2, held February 12th at Philadelphia.
16
Bulletin
OF THE
American Institute of Accountants
No. 144 April 16, 1936
Meeting of Council 
Annual Meeting 
Election of Members 
Proposed Tax on Undistributed Earnings 
Practice before Government Departments 
Activities of Local Societies 
Announcements
COPYRIGHT 1936 BY AMERICAN INSTITUTE PUBLISHING CO., INC. 
135 CEDAR STREET, NEW YORK, N. Y.
Published Monthly
15 CENTS A COPY : $1.00 PER ANNUM
A M E R IC A N IN S T IT U T E  O F  A C C O U N T A N T S  
officers— 1935-1936
P resident .......... ......................... R obert H. M ontgom ery
V ice -P residents
 W il l ia m  B. F r a n k e  
 N orm an  L . M cL a r en
T reasurer .......... _____  . . . .  A r th u r  W . T eele
E ditor................ ..................................... A. P . R ichardson
Secretary .......... .......................................... Jo h n  L . Carey
AMERICAN INSTITUTE OF ACCOUNTANTS
MEETING OF THE COUNCIL
The regular spring meeting of council 
of the American Institute of Account­
ants was held on April 13th at the offices 
of the Institute at 135 Cedar street, New 
York. The following members attended: 
Robert H. Montgomery, president, N. Y. 
Norman L. McLaren, vice-pres., California 
Arthur W . Teele, treasurer, New York 
F. B. Andrews, Illinois 
Lewis Ashman, Illinois 
R. O. Berger, Illinois 
Arthur H. Carter, New York 
Will-A. Clader, Pennsylvania 
Charles F. Coates, Connecticut 
Charles B. Couchman, New York 
W. Sanders Davies, New York 
Stanley G. H. Fitch, Massachusetts 
John F. Forbes, California 
P. W . R. Glover, New York 
Frederick H. Hurdman, New York 
J. E. Hutchinson, Jr., Texas 
Lincoln G. Kelly, Utah 
E. G. H. Kessler, Missouri 
Paul K. Knight, New York 
John K. Mathieson, Pennsylvania 
Philip N. Miller, New York 
Walter Mucklow, Florida 
John B. Niven, New York
I. Graham Pattinson, New York 
M. E. Peloubet, New Jersey 
Charles F. Rittenhouse, Massachusetts 
T. Edward Ross, Pennsylvania 
Archie M. Smith, Louisiana 
George M. Thompson, California 
W . R. Tolleth, Virginia 
Edwin H. Wagner, Missouri 
C. O. Wellington, New York
In addition, Henry B. Fernald, of New 
York, chairman of the committee on 
publication, and Charles H. Towns, of 
New York, chairman of the committee on 
state legislation, were extended the privi­
lege of the floor.
The council convened at 10:00 A. M. 
Following the roll call and approval of 
the minutes of meetings held on October 
14th and 17th, 1936, the council voted 
approval of the mail ballot for the elec­
tion of new members and associates. The 
accounts of the Institute were received 
and the council then considered the re­
port of the secretary.
The secretary’s report, following a 
suggestion of the executive committee, 
contained discussion of proposals related 
to the Institute’s activities which had 
been discussed informally in recent 
months and dealt with suggested amend­
ments to the by-laws. Concerning public 
relations the secretary reported as fol­
lows :
“ Many members of the Institute have 
expressed interest in the subject of pub­
lic relations and have suggested various 
ways in which the Institute might make 
itself and the profession more widely and 
more favorably known to the public. For 
example, what is known as institutional 
advertising in selected publications has 
been proposed, as well as radio addresses 
on subjects related to accountancy, and 
possibly retention of some eminent pub­
lic relations counsel to devise and direct 
an ambitious publicity program.
“ Perhaps it is not generally under­
stood that the officers of the Institute 
have given a great deal of thought to 
this subject. Public relations is simply 
a term used to describe the efforts of any 
organization to create and maintain 
goodwill at every point where its activi­
ties may attract the attention of the pub­
lic. The Institute’s public, so to speak, 
may be divided into the following 
groups:
(a ) Members and associates of the Insti­
tute.
(b ) Certified public accountants who are
not members of the Institute.
(c) Bankers, credit men, stock exchanges,
lawyers, government departments 
and others whose work is closely re­
lated in some way to that of ac­
countants.
(d ) The general business public, which in­
cludes present and potential clients 
of certified public accountants.
“ To create and maintain the goodwill 
of the respective groups two things are 
necessary. In the first place, the policies 
and activities of the Institute should be 
acceptable to the several groups con­
cerned, which is believed to be true at 
the present time. In the second place, 
every available channel of information 
should be used to the full extent to in-
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form the several groups of what the In­
stitute is doing in their interests. The 
channels through which efforts are made 
to reach the several groups at the pres­
ent time are:
1. The Journal of Accountancy.
2. The monthly Bulletin.
3. Special reports and circular letters.
4. Addresses by officers and members of 
the Institute before societies of ac­
countants and business and financial 
organizations.
5. Special releases to state society presi­
dents, which often result in publica­
tion of items in state society bulletins.
6. Annual and regional meetings.
7. Individual members of council and of 
the special committee on development 
of the Institute.
8. Committees on cooperation with stock 
exchanges, associations of bankers and 
credit men, government departments, 
trade associations, and similar bodies.
9. Technical magazines and trade publi­
cations.
10. Newspapers.
“ Newspapers are mentioned last, in 
spite of the fact that news items men­
tioning the Institute are rapidly increas­
ing in volume, because at the present 
stage of the Institute’s development, at 
least, it seems that the goodwill of the 
groups more readily reached through the 
other channels of information is of 
prime importance.
“ A  conscious effort is being made to 
distribute the greatest possible amount 
of information through all the channels 
which have been mentioned, without di­
verting money or the energies of the 
staff from constructive activities which 
must be continued if a public relations 
program is to have a sound foundation.
“ As the revenue of the Institute in­
creases and the staff is enlarged, the dis­
tribution of information through all 
channels, including newspaper publicity, 
should be increased in proportion to the 
increase in other activities.
“ At the present time magazine adver­
tising, use of the radio, or employment 
of public relations counsel might involve 
expense far out of proportion to tangible 
benefits which might be expected. An in­
tensive publicity campaign of limited 
duration would probably not be as pro­
ductive as continuous efforts, involving 
equal expenditure, spread over a long 
period of time, as an integral part of 
organization routine.
“ Quite possibly the expenditure of 
funds to establish a research or statisti­
cal department might be more advan­
tageous, from the point of view of public 
relations, than increased expenditures on 
efforts to obtain additional publicity 
about present activities.”
With reference to the suggested 
amendments to the by-laws, the council 
passed a motion instructing the com­
mittee on by-laws to make a study with 
the view to determining which of the 
suggested amendments might be desir­
able and report on its recommendations 
to the next meeting of council. The coun­
cil discussed specific suggestions which 
had been made and ordered that its com­
ments be transmitted to the committee.
The reports of the board of examiners 
and of the executive committee were then 
presented and accepted.
The council was asked whether the 
action of the board of examiners waiving 
application fees in the cases of members 
of state societies of certified public ac­
countants applying for admission before 
September 1, 1936, should be extended 
to associates of the Institute applying 
for advancement to membership. The 
council resolved that the waiver of ap­
plication fee be extended to any asso­
ciate of the Institute who applies for 
advancement prior to September 1, 1936, 
regardless of whether or not he be a 
member of a state society of certified 
public accountants.
The reports of the following standing 
and special committees were also ac­
cepted by the council: committee on 
publication, committee on state legisla­
tion, and the special committees on 
accounting procedure, commercial arbi­
tration, cooperation with bar association, 
development of the Institute, govern­
mental accounting, inventories, natural 
business year, public utility accounting 
and federal reserve bulletin.
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The committee on state legislation pre­
sented a resolution expressing disap­
proval of state legislation prohibiting 
public accounting firms from practicing 
under firm names which include the 
names of individuals other than those 
active in the firms. The resolution was 
adopted by the council. Following is its 
text:
“ W h e r e a s , Bills have recently been intro­
duced in state legislatures which would make 
it unlawful for public accounting firms to 
practice under firm names which include 
names of individuals other than those active 
in the firms, and
“ W h e r e a s , There is no known general 
public need or demand for such legislation, 
and
“ W h e r e a s , The effect of such legislation 
would be to prohibit the following by public 
accountants of a procedure as to firm names 
which is followed in other professions and 
by business firms and which in some cases is 
specifically permitted by statute, and
“ W h e r e a s , Such legislation would require 
many changes in firm names, might result in 
inconsistent requirements in neighboring 
states and would add to the burdens of busi­
ness concerns and others who use public ac­
countants’ reports and would tend to lessen 
their respect and esteem for the accounting 
profession,
“ B e  I t  R e s o l v e d , that the council of the 
American Institute of Accountants is of the 
opinion that so-called ‘firm name’ legisla­
tion of the type hereinbefore described is 
not needed and that if enacted it would be 
detrimental to the best interests of the ac­
counting profession and of the business pub­
lic.”
The special committee on natural busi­
ness year reported its activities in co­
operation with the national business 
year council during recent months. 
During discussion of this report, it was 
proposed that each member of the coun­
cil delegate to some one person in his 
firm the responsibility of ascertaining 
and reporting to the natural business 
year council regarding the fiscal years 
adopted by all clients of each firm. 
Members of council were urged to en­
courage and support efforts to form local 
natural business year councils in the 
principal cities of the United States.
There was further discussion of the 
proposal to consolidate the American 
Institute of Accountants and the Amer­
ican Society of Certified Public Account­
ants in one organization. This matter 
was referred to the executive committee 
for consideration of means by which the 
matter might be brought to a satisfactory 
conclusion.
Applications for reinstatement were 
received from several former members 
of the Institute and were approved. The 
following were reinstated as members: 
Ralph F. Grover, of New York; T. Whit­
ney Iszard, of Elmira, and Harold A. 
Marvin, of Boston.
The members of council were the 
guests of Robert H. Montgomery, presi­
dent of the Institute, for luncheon at the 
Bankers Club.
ASSOCIATION OF CERTIFIED PUBLIC 
ACCOUNTANT EXAMINERS
Discussion during the past few years 
of the desirability of an organization of 
state accountancy boards to facilitate the 
interchange of ideas among examiners 
has culminated in the formation of the 
American Association of Certified Public 
Accountant Examiners. Its first officers 
are: E. E. Leffler, chairman, of Buffalo; 
Claud F. Harmon, vice-chairman, of 
Prescott; and Robert Miller, secretary, 
of Louisville.
A  notice of the formation of the new 
organization was sent to state boards on 
April 1st, including a statement of the 
events leading up to the formation of the 
association and a copy of a constitution 
and by-laws, which has been drafted.
The association is not affiliated with 
any other organization, but exists inde­
pendently to “ collect and disseminate 
information concerning examinations, 
standards, legislation or other data of 
interest, between the boards of examiners 
of states, other political subdivisions and 
the possessions of the United States of 
America."
It is expected that the association will 
meet annually in conjunction with the 
annual meetings of one or the other of 
the national professional organizations.
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ELECTION OF MEMBERS
Forty-six applicants for admission to 
the Institute whose election was recom­
mended by the board of examiners and 
approved by the council at its meeting 
on April 13th have, in the absence of 
protest, been declared elected by the 
president. Forty of the applicants were 
admitted as members and six as associ­
ates.
Following are the new members and 
associates:
A d m it t e d  a s  M e m b e r s  
Thomas G. Aitken, Jr., Philadelphia 
Theodore G. Anderson, San Francisco 
Francis Barrett, New York 
Louis F. Becker, New York 
Edward M. Bleser, New York 
Robert Buchanan, San Francisco 
Lewis A. Carman, Los Angeles 
Edwin B. Cassidy, Los Angeles 
Gardner W . Chase, Boston
H. Vannoy Davis, San Francisco 
Archibald Fyfe Dollar, New York 
Harry G. Frazer, Monroe, La.
Charles H. Gale, New York 
Ralph H. Galpin, New York 
William A. Garlick, Sacramento 
Robert F. Goodwin, Richmond 
Ralph T. Hand, Philadelphia 
Harry A. Hathaway, Detroit
E. John Hilkert, Phoenix 
Sumner E. Hippensteele, Cleveland 
Edward B. Jordan, San Francisco 
Arthur W . Kettenburg, New York 
Francis P. Kirk, Boston 
Colin E. St. James MacLennan, Havana 
Leo Mattersdorf, New York 
George B. McCann, New York 
Louis H. Rappaport, New York 
Price G. Righter, Philadelphia 
Orin O. Roundy, New York 
Willard Morse Salter, Rochester 
Roger A. Seebe, New York 
Roy H. Snyder, Philadelphia 
John T. Stapleton, Wilkes-Barre 
Walter R. Staub, New York 
Harry H. Steinmeyer, Philadelphia 
Charles F. Swanson, Philadelphia 
Lewis L. Tanguy, Philadelphia 
Albert L. Wade, Philadelphia 
Horace E. Witman, Philadelphia 
Carl H. Zipf, Philadelphia
A d m it t e d  a s  A s s o c ia t e s
Ted Abramson, St. Paul 
Spencer E. Deal, Indianapolis 
Clifford Y. Heimbucher, New York 
William H. Schrader, Buffalo 
James D. Scott, Seattle 
Ralph Wanser, New York
The total admissions on the correspond­
ing date of last year was 17, consisting 
of 14 members and three associates.
An analysis shows that 188 new mem­
bers and associates, representing 28 
states and two foreign nations, were ad­
mitted to the Institute during the 
twelve-month period ended on April 15,
1936. These and the number contributed
by each are as follows:
Arizona ....................  3
Arkansas..................... 1
California...................  13
Connecticut ................ 2
District of Columbia.....  4
Illinois ......................  15
Indiana......................  2
Iowa .........................  1
Louisiana ...................  2
Maryland ............. ...... 1
Massachusetts .............  14
Michigan....................  6
Minnesota...................  4
Mississippi .................  1
Missouri ....................  4
New Jersey ................ 1
New Mexico................  1
New York...................  65
Ohio..........................  5
Oklahoma ...................  7
Oregon ..... ................  4
Pennsylvania ..............  15
Tennessee ................... 1
Texas.........................  7
Utah .........................  1
Virginia ....................  3
Washington ................ 2
Wisconsin................... 1
Cuba .........................  1
China .......................  1
Total admissions..........  188
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ANNUAL MEETING
Tentative plans for the annual meet­
ing of the American Institute of Ac­
countants, to be held at the Baker hotel, 
Dallas, October 19 to 22, 1936, have been 
announced by the committee on meet­
ings. With this Bulletin there is sent to 
the members and associates a letter from 
the committee and a pamphlet descrip­
tive of the Texas centennial exposition 
which will be in progress at Dallas at 
the time of the meeting.
There will be registration throughout 
the day on Monday, October 19th. The 
council of the Institute will meet during 
the morning, and in the evening there 
will be a reception. At an hour not yet 
determined, there will be the usual meet­
ing of representatives of state account­
ancy boards.
A  meeting of the advisory council of 
state society presidents will also be ar­
ranged, but the day and hour have not 
yet been selected.
The first general session of the meet­
ing will be held on the morning of 
Tuesday, October 20th, followed by a 
luncheon at the Baker hotel. The general 
session will convene again in the after­
noon, and in the evening there will be a 
dinner dance at the Baker hotel.
Wednesday, October 21st, will be de­
voted to a golf tournament, possibly a 
tennis tournament, and round-table dis­
cussions. Time will be available on this 
day for visits to the Texas centennial 
exposition.
It is planned that the last general ses­
sion will be held on the morning of 
Thursday, October 22nd. In the after­
noon there will be round-table sessions. 
The annual banquet will be held in the 
evening at the Baker hotel.
The registration fee has been fixed at 
$8.00 for men and $7.00 for ladies.
Accommodations will be available at 
the Baker hotel at the following rates:
Single rooms with shower bath..$2.00 to $3.00
Single rooms with tub bath...... $3.00 to $5.00
Double rooms with tub bath.....$3.50 to $6.00
Members of the committee on meetings 
are as follows: Albert G. Moss, chair­
man, of Dallas; C. F. Milledge, of Hous­
ton, and Frank L. Wilcox, of Waco.
The following chairmen of associate 
committees of the Texas Society of Cer­
tified Public Accountants, have been ap­
pointed :
Budget and finance— H. T. Nelson, of 
Dallas.
Attendance and registration— J. F. S. A r­
thur, of Dallas.
Publicity— F. F. Alford, of Dallas.
Banquet and luncheon— Leslie C. Nye, of 
Dallas.
Reception and entertainment— H. W . 
Goodson, of Dallas.
General sessions— Frank L. Wilcox, of 
Waco.
Round-table— L. H. Fleck, of Dallas.
Golf and tennis— J. C. Harris, of Dallas.
The Texas Society of Certified Public 
Accountants is to be the Institute’s offi­
cial host at the annual meeting and is 
cooperating with the committee on meet­
ings in every way.
ANNUAL MEETING OF INDIANA 
ASSOCIATION OF C.P.A.'s
Members of the Indiana Association of 
Certified Public Accountants will hold 
their annual meeting on May 9th at In­
dianapolis with Robert H. Montgomery, 
president of the American Institute of 
Accountants, as guest of honor and prin­
cipal speaker.
ACCOUNTANTS WIN VERDICT
A  New York supreme court justice has 
set aside a verdict for $246,160 against 
a firm of accountants, who were defend­
ants in the suit, and directed a verdict 
for the defendants, according to an an­
nouncement in the New York Times for 
April 1st. A  bank had sued on the 
ground that the accountants made a 
false report of the condition of a com­
pany of factors and commission mer­
chants, on the basis of which the bank 
had lent $300,000. The complaint alleged 
that the report was made “ recklessly, 
falsely and inaccurately”  and that the 
firm was grossly insolvent when the loan 
was made. The bank sued for the balance 
due on the loan with interest. The court 
ruled that the plaintiff had failed to 
prove fraud.
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EXAMINATIONS
As announced in the Bulletin of 
March 16th, the regular spring examina­
tions of the Institute will be held on May 
14 and 15, 1936, and cooperating state 
boards of accountancy will hold simul­
taneous sessions. The schedule of exami­
nations has already been announced.
PUBLICATION OF YEARBOOK
The 1935 yearbook of the American 
Institute of Accountants was mailed to 
all members and associates during the 
past month. In addition, complimentary 
copies were sent to officers of govern­
ment departments, the leading national 
stock exchanges, business and profes­
sional associations in fields allied to pub­
lic accounting, accredited societies of 
public accountants in foreign nations 
and other similar organizations.
SUBCOMMITTEES ON DEVELOPMENT 
OF THE INSTITUTE
A p p o i n t m e n t s  
The recent formation of subcommittees 
by members of the special committee on 
development of the Institute in Indian­
apolis and New York brings the total of 
such subcommittees in various cities to 
27. The two new committees are as fol­
lows :
Indianapolis 
Marshall G. Knox, chairman 
George R. Beeler 
John S. Lloyd
New York  
Fred L. Main, chairman 
Harold J. Beairsto 
Edward J. Buehler 
Harry A. Leete 
Louis H. Rosoff 
Fred W . Squires 
Fred W . Wulfing
Changes in the personnel of two sub­
committees have occurred. Joseph J. 
Skinner resigned from the Dallas sub­
committee because of his removal to New 
York. C. F. Milledge resigned from the 
Houston subcommittee in order that he 
might devote more time to the work of 
the committee on meetings, of which he 
is a member. Joseph C. Cobb has been 
appointed to succeed Mr. Milledge.
M e e t i n g s  
New York
Discussion of ways in which the In­
stitute could make itself of greater ser­
vice to members and associates in New 
York, and of the possibility of adding 
to the membership desirable certified 
public accountants who are not yet mem­
bers, took place at a luncheon meeting 
of the New York subcommittee at the 
Yale Club, March 27th. The following 
were present: Fred L. Main, chairman, 
Harold J. Beairsto, Edward J. Buehler, 
Louis H. Rosoff, Fred W. Squires, Fred 
W. Wulfing, and John L. Carey, secre­
tary.
Newark
A  meeting of the Newark subcommit­
tee on development of the Institute was 
held at the Downtown Club on April 
6th. The following were present: Harold 
A. Eppston, chairman, Elmer L. Glover, 
Ralph S. Johns and John L. Carey, sec­
retary.
Plans were laid for distributing in­
formation about the Institute among cer­
tified public accounts in northern New 
Jersey, in order to bring about wider 
interest in the activities of the national 
organization.
Philadelphia
On March 19th the secretary of the 
American Institute attended a luncheon 
of the Philadelphia subcommitee on de­
velopment of the Institute at the Phila­
delphia athletic club. Those present 
were Frank S. Glendening, chairman of 
the subcommittee; A. Karl Fischer, 
chairman of the Philadelphia chapter of 
the Pennsylvania Institute of Certified 
Public Accountants; Clarence L. Turner, 
former member of the American Insti­
tute’s special committee on development 
in Philadelphia; Cyril J. McGarrigle, 
Francis R. Small and John C. Parry, 
members of the present subcommittee. 
Will-A. Clader and Joseph J. Pugh, 
also members of the subcommittee, were 
unable to be present because of absence 
from the city.
The current program of the American 
Institute was discussed and the subcom­
mittee laid specific plans for a campaign 
of activity on behalf of the American 
Institute in Philadelphia.
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MEETING OF NEW YORK LECTURE 
AND STUDY GROUP
The New York lecture and study 
group of members and associates of the 
Institute met on April 15th for discus­
sion of the bulletin, Examination of 
Financial Statements by Independent 
Public Accountants.
The discussion was led by Samuel J. 
Broad, chairman of the Institute’s com­
mittee which prepared the pamphlet. 
The meeting was preceded by dinner at 
the Hotel Victoria.
Notices of the meetings of this group 
are mailed only to members and asso­
ciates who have requested it.
CHARLES L. SWEARINGEN
Charles L. Swearingen, a charter mem­
ber of the American Institute of Accoun­
tants and senior partner of the firm of 
Swearingen & Swearingen, died on 
March 2, 1936, at Cleveland, Ohio, at 
the age of 64.
Mr. Swearingen attended Western Re­
serve university, and subsequently was 
assistant treasurer of the city of Cleve­
land. He practised public accounting 
continuously from 1909 until his recent 
illness. He was a partner of Nau, Taylor 
& Swearingen and later of Pace, Gore 
& MacLaran. In 1932 he entered into 
partnership with his two sons under the 
firm name of Swearingen & Swearingen.
Mr. Swearingen was a member of the 
Institute’s committee on nominations in 
the year 1924-25. During 1926-27 he was 
chairman of the committee on bylaws 
and a member in 1929-30.
JAMES F. WELCH
James F. Welch, of Paterson, New 
Jersey, a charter member of the Institute 
and senior partner of James F. Welch & 
Company, died on April 3, 1936, at the 
age of 64. Mr. Welch was a certified 
public accountant of New York and New 
Jersey and had served as president of 
the New Jersey Society of Certified 
Public Accountants. He was a member 
of the Institute’s committee on federal 
legislation in the year 1922-23 and of the 
committee on form and administration 
of income-tax laws in 1923-24.
DISCUSSION OF "EXAMINATION OF 
FINANCIAL STATEMENTS"
The bulletin Examination of Financial 
Statements by Independent Public Ac ­
countants, prepared by a special com­
mittee of the Institute, has been recom­
mended by the directors of the New York 
state society of certified public account­
ants to the members of the society as a 
presentation of present thought on finan­
cial statements and accounting proced­
ures in their eaxmination. A  resolution 
embodying this recommendation was an­
nounced at a meeting of the society on 
March 23rd, at which the bulletin was 
the sole topic of discussion. Following 
is its text:
“RESOLVED, That the board of directors 
of the New York State Society of Certified 
Public Accountants after review of the bul­
letin Examination of Financial Statements 
by Independent Public Accountants expresses 
its approval in general of the premises set 
forth in section 1 and of other introductory 
and explanatory paragraphs; that it recom­
mends the use of this bulletin as a guide for 
the members of the society on audit pro­
cedures as superseding the previous bulletin 
Verification of Financial Statements revised 
May, 1929; and further, that it recommends 
the aforesaid bulletin to its members as a 
presentation in summary form of present 
thought relating to financial statements and 
accounting procedures in their examination, 
recognizing, however, that changing condi­
tions may alter the procedures therein out­
lined.”
A. S. Fedde, chairman of the society’s 
committee on practice procedure, pre­
sided over the discussion of the various 
sections of the bulletin. The following 
participated: Samuel J. Broad, chair­
man; Percival F. Brundage, Frederick
H. Hurdman, and E. A. Kracke, mem­
bers of the Institute committee which 
prepared the bulletin, and Rodney F. 
Starkey and Victor H. Stempf, members 
of the society’s committee on practice 
procedure.
The discussion was followed by ques­
tions which were answered by various 
members of the two committees.
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REGULATION OF PRACTICE BEFORE 
FEDERAL DEPARTMENTS
Senate bill 2512, known as the Black 
lobbyist bill, which was adversely re­
ported by a committee of the house of 
representatives last year after its pas­
sage by the senate, has again been passed 
by the senate as a substitute for the 
Smith lobbyist bill known as H. R. 
11663.
At hearings on senate bill 2512 held 
last July before the house committee on 
judiciary the American Institute of Ac- 
countants was represented by counsel 
who presented a brief in opposition to 
the bill. It was pointed out at that time 
that the phraseology of the bill is such 
that it would apparently require ac­
countants practising before government 
departments to register with the federal 
trade commission and file detailed infor­
mation concerning their contracts with 
clients and the performance of their en­
gagements. The particular phrases which 
would have this effect are as follows:
“ Any person who shall engage himself 
for pay . . . .  to attempt. . . .  to influence 
any such bureau___ in the administra­
tion of any governmental duty so as to 
give any benefit or advantage to any 
private corporation or individual."
It is the opinion of counsel that these 
phrases would apply to professional men 
enrolled as agents entitled to represent 
clients before the treasury department, 
and possibly to accountants in their rela­
tions with other government depart­
ments.
The American Bar Association was 
likewise represented at hearings on the 
bill before the house committee last year 
and suggested an amendment to the bill 
which in the opinion of the Institute’s 
committee on federal legislation, would 
have eliminated the features adversely 
affecting the practice of public account­
ants.
The Institute’s brief and the amend­
ments offered by the bar association were 
printed in full in the Bulletin of the In­
stitute for August 15, 1935.
The vote to substitute senate bill 2512 
for house bill 11663 was taken on April 
4th. The bill, as passed by the senate, is 
entitled “ A  bill to require registration
of persons engaged in influencing legis­
lation or government contracts and activ­
ities."  It will now be referred to a con­
ference committee of the senate and 
house. Counsel for the Institute is fol­
lowing its progress closely and future 
developments will be reported to the 
membership of the Institute.
The Smith bill was directed at persons 
attempting to influence legislation and 
was not believed to have any relation to 
accountants practising before govern­
ment departments.
INSTITUTE REPRESENTED AT 
PHILADELPHIA MEETING
The secretary of the American Insti­
tute of Accountants was a guest at a 
meeting of the Philadelphia chapter, 
Pennsylvania Institute of Certified Pub­
lic Accountants, at the Manufacturers 
and Bankers club, on March 18th. The 
meeting was preceded by dinner. The 
principal speaker was Leon Metzger, for­
merly secretary of revenue of the com­
monwealth of Pennsylvania.
Prior to the principal address, the sec­
retary of the American Institute was 
introduced and spoke briefly on the 
efforts of the national organization to 
coordinate the activities of the profession 
through close cooperation with the state 
societies. He described the formation of 
the advisory council of state society pres­
idents, which was organized on January 
6th, and pointed out that members of 
state societies could apply for admission 
to the Institute prior to September 1,
1936, without payment of any entrance 
fees. He also described the work of the 
natural business year council and indi­
cated how local groups, such as the 
Philadelphia chapter, could cooperate in 
the nation-wide effort to induce wider 
adoption of natural fiscal years.
Mr. Metzger’s address dealt with 
Pennsylvania taxes, principally the cor­
poration net income and franchise tax 
and the personal property tax. The ad­
dress was followed by questions which 
occupied the balance of the evening.
A. Karl Fischer, chairman of the 
Philadelphia chapter, presided.
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PROPOSED TAX ON UNDISTRIBUTED 
EARNINGS OF CORPORATIONS
The Institute’s committee on federal 
legislation is studying the report of the 
subcommittee of the ways and means 
committee of the house of representatives 
dealing with the taxation of undistri­
buted corporate earnings, and is holding 
itself in readiness to consider the provi­
sions of the bill soon to be introduced, in 
so far as they may relate to accounting 
principle or procedure. I f  it appears 
advisable, the committee will express its 
views on such matters during considera­
tion of the bill by congress.
Having in mind the diversity of 
opinion among members of the Institute, 
the committee will make no official com­
ment on the political or more general 
economic features of the measure, but 
intends to limit its criticism to matters 
on which certified public accountants, as 
such, may speak authoritatively.
The committee followed closely reports 
of the hearings on the new tax proposal 
before the subcommittee on ways and 
means, at which representatives of cham­
bers of commerce and other business in­
terests expressed their views.
Meanwhile, the committee has obtained 
from representative members of the pro­
fession expressions of opinion on the rec­
ommendations made by the subcommittee 
on ways and means. These are not neces­
sarily matters with which the committee 
will deal, but it is believed that they are 
of sufficient interest to warrant their 
publication. Following is a brief sum­
mary of the statements thus obtained:
Recommendation X X  extends certain relief 
measures to corporations which lack sufficient 
accumulated earnings to permit the distribu­
tion of dividends equal to the adjusted net 
income and to corporations which are bound 
by bona fide contracts entered into prior to 
January 1, 1936, to restrict the payment of 
dividends. As a matter of equity, these re­
lief measures should also be extended to cor­
porations which have substantial bank loans 
which it is planned to repay, in whole or in 
part, from earnings. In many cases there is 
an implied contract with the lending bank 
that dividends will not be paid until such 
loans are materially reduced.
It is provided in recommendation X V  that 
no deduction be allowed for dividends re­
ceived from other corporations in arriving 
at adjusted net income. This would mean 
that each wholly-owned subsidiary, in order 
to be relieved of the tax on undistributed 
income, must pay all its income to the parent 
corporation. It is likely that, in any situa­
tion which embraces parent and subsidiary 
corporations where an expansion in volume 
or extension of plant facilities of the sub­
sidiary is under way, the adoption of the 
recommendations in their present form would 
result in financial hardships and greatly re­
duced business efficiency. Apparently in 
many cases the only means of avoiding ex­
cessive tax liability would be through the 
medium of involved readjustments of inter­
corporate affairs at frequent intervals.
To subject dividends paid out of earnings 
prior to January 1, 1936, to normal and sur­
tax, as provided in recommendation X V I, is 
unwarranted for the reason that such earn­
ings have already been taxed in the hands 
of the dividend paying corporation.
There in inequity in the provision of 
recommendation X V II  that no exemption 
from tax on the shareholder should be given 
to dividends declared out of earnings and 
profits of a year in which the corporation has 
been subject to taxation under the new plan 
advanced in recommendation XI. Here again 
shareholders would be subject to normal and 
surtax on dividends received out of earnings 
for a year during which the corporation had 
paid a tax on the same earnings as undis­
tributed income.
The proposed measure would give unwar­
ranted competitive advantage to corporations 
which are now firmly intrenched in the mat­
ter of undistributed surplus and have ample 
cash or marketable securities available for 
dividend distributions. On the other hand, 
corporations which have suffered seriously 
during the depression years or are expanding 
their activities will be at a disadvantage if 
their business is of a competitive nature.
It is wholly unsound to require all corpora­
tions to distribute their profits or penalize 
them heavily if they do not do so. I  think 
accountants generally do not object to a more 
stringent construction of section 104 and 
would favor an honest attempt to make all
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corporations distribute earnings beyond a 
reasonable need. The word “reasonable” 
should be construed to prevent all accumula­
tions which are not necessary for the legiti­
mate purposes of the corporations affected.
There is an apparent lack of recognition 
of the special position of certain industries 
which are required to carry large investments 
in inventories over long processing periods. 
Examples of such industries are mining, 
smelting of non-ferrous metals, and manu­
facturing industries with long processing 
periods, such as the manufacture of leather, 
copper wire and brass goods and the extrac­
tion and manufacture of petroleum and its 
products.
Under the present method of inventory 
valuation sanctioned by the treasury depart­
ment, companies engaged in these industries 
frequently show large and unrealizable profits 
as a result of carrying fixed inventories at 
varying market prices at the close of differ­
ent accounting periods.
The plan contained in recommendation I I  
appears to be entirely workable from a social 
and economic standpoint, its desirable fea- 
tures outweighing the undesirable ones.
The provisions of recommendations X IX  
and X X  might be taken to indicate an inten­
tion to raise the normal corporation income- 
tax rate to 22½%. I f  this should be re­
garded as the normal rate, any corporation 
could hold its tax rate down to 22½% by 
distributing 40% of its income in dividends.
The proposal contained in recommendation 
X V  to tax 100% instead of 10% of intercom­
pany dividends would unquestionably seri­
ously disturb a great many enterprises where 
it is necessary to have separate corporations 
to operate under different jurisdictions. Its 
effect is somewhat mitigated by the provision 
that the rate of taxation would be automat­
ically reduced by the declaration of dividends 
by a subsidiary. It is possible that means 
can be devised for avoiding the effect of this 
provision.
Recommendation X X IV , the windfall tax, 
presents the greatest difficulty in determining 
the amount of income to be used as a base. 
It is doubtful whether any satisfactory 
method can be evolved.
Current indications are that the extreme 
proposals at first advanced, which implied
that taxation would be used to prevent cor­
porations from making reasonable additions 
to surplus, will not be put into effect. The 
measure as now proposed would allow cor­
porations to add to their reserves approxi­
mately 30% of their annual earnings without 
having to pay any greater tax than under the 
present law. The tax payable by corpora­
tions with taxable incomes of less than 
$10,000 could well be 50% less than they are 
now paying.
The idea of creating larger corporations 
through investing large amounts of income 
in additional plant is chiefly an American 
idea which has not been followed to the same 
extent in other countries, where corporations 
have been more inclined to declare a large 
portion of their earnings in the form of divi­
dends. Putting the greater share of business 
income in the hands of stockholders would 
increase the rate of turnover of funds and 
should help public buying power. In this 
way the proposed measure may ultimately 
have many beneficial effects.
The provision that dividends received by 
a domestic corporation must be included in 
gross income may in some cases, as in the 
case of a wholly owned subsidiary, work out 
to the advantage of the parent company. I f  
the subsidiary pays its full profits over to its 
parent, the subsidiary will pay no tax and, 
as the capital-stock tax is also to be abol­
ished, there will in many cases be a substan­
tial saving of tax through adjustment of 
dividends rates to taxable income.
While corporations under this plan may 
not be able to expand as rapidly as in the 
past, there is no reason to fear that the pro­
posed law will destroy the ability of corpora­
tions to build up adequate reserves. The rate 
of growth of a corporation may be somewhat 
slower unless it resorts to more extended use 
of bank credit or additional financing.
The proposed tax will not be burdensome 
to a corporation in such circumstances that it 
can distribute all of its earnings as dividends, 
but the corporation which, having inadequate 
capital, has counted on building a sound 
financial position out of its retained earnings 
would be greatly injured. The proposals dis­
regard the question of ability of a corpora­
tion to pay the tax. It must be remembered 
that income is not computed solely on a cash 
basis. For example, taxable income is con­
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sidered to arise if a corporation repurchases 
its bonds for less than the amount for which 
it sold them. It is difficult to see how it could 
distribute such income to its stockholders, but 
under this proposal, if it did not do so, it 
would be subject to heavy tax.
A  corporation having heavy indebtedness, 
which has managed to survive the depression 
because of the confidence of its creditors in 
its potential earning power, would have little 
chance to escape reorganization or receiver­
ship. Any profits which were applied to pay 
off such indebtedness would be subject to 
heavy tax which would take precedence over 
rights of other creditors.
The theory seems to be based on two 
points, first, that in the case of the ordinary 
industrial or commercial organization ac­
cumulated surpluses escape surtaxes, and, 
second, that at least in the case of larger 
industrial corporations, the accumulation of 
large surpluses tends to centralize too much 
financial power in the hands of the compara­
tively few men who control these surpluses.
I f  a medium-size corporation which has 
not previously built up a substantial surplus 
distributes all of its income in order to escape 
the proposed tax or, alternatively, elects to 
accumulate its income and pay the proposed 
tax, it will soon find itself in a precarious 
position and probably one requiring that it 
borrow money with which to carry on. It is 
obvious that under either alternative the dif­
ficulty of obtaining loans, unless they are to 
be furnished by the government, will be very 
great indeed.
On the second point, it is probably true 
that in many instances the power acquired 
by management through the accumulation of 
large corporate surpluses has been abused. 
It is also true, however, in perhaps a major­
ity of instances, that this power has been 
beneficently used. I f  it is right to assume 
that destruction of this power is one of the 
objects sought, and if this object could be 
accomplished through the medium of the 
present tax proposals, a like power would 
have to be assumed by the government, with 
possible results which stagger the imagina­
tion.
If, instead of a punitive tax, the proposal 
were to tax the income of corporations at a 
high rate, say 22½% , but allow the corpora­
tion a “drawback” of the tax in respect of
all dividends paid out of the same profits, 
corporations could not well complain. The 
tax on distributed income would be shifted to 
the individual and 77½% of the amount re­
tained would be allowed to remain in reserve.
Under proposal X IX  the subcommittee 
recommends relief in cases where the corpor­
ation cannot distribute its entire income due 
to the existence of a deficit and, in recom­
mendation XX, there is a proposed modifica­
tion where a company’s dividend policy is 
controlled by contract, but these recommen­
dations, to my mind, do not go far enough. 
It has always seemed to me to be unsound to 
tax the earnings of each year without giving 
consideration to net losses. In a prior act 
we did have a provision allowing net losses 
to be carried forward for two years. This 
was modified later to one year and, subse­
quently, abolished. I  think the provision for 
carrying forward net losses is even more nec­
essary under the subcommittee’s proposed 
plan than where corporate profits are taxed 
at a rate as low as, say, 15%. I  would even 
go further and suggest that net losses should 
be permitted to be carried forward for a 
period of six years.
There does not seem to be any sound reason 
for elimination of the normal tax credit on 
account of dividends from earnings which 
have been subjected to a corporate income 
tax. The recommendations do not outline a 
method of taxation for the subsequent dis­
tributions of earnings which have been pre­
viously taxed as undistributed income.
The tax on the undistributed income of 
corporations is a tax graduated according to 
the percentage of the income which is undis­
tributed. I  believe that it is more sound to 
take into consideration capital rather than 
income even though the present method of 
declaring value is retained, provided the law 
permits a correction periodically of such 
declared value. The capital-stock tax could 
be retained at a smaller rate, as, for example, 
50 cents per $1,000.00.
Generally the recommendations of the sub­
committee discriminate against companies 
which have followed the spirit or the letter of 
prior laws. For example, if a company has 
failed to distribute earnings in the past, it 
has less need of the so-called “cushion” than 
a company which has consistently distributed 
its earnings.
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DISCUSSION OF PROPER BASIS FOR 
QUARTERLY REPORTS
The comparative merits of three-month 
and twelve-month periods as the basis of 
quarterly statements of earnings have 
come into prominence with the recent 
announcement of the stock-list committee 
of the New York stock exchange that its 
policy will be to encourage wider adop­
tion of the twelve-month basis. The com­
mittee contended that reports for periods 
as short as three months are likely to be 
more misleading than informative.
The committee’s announcement was 
followed immediately by criticism from 
financial writers in New York who de­
clared that quarterly earnings reports 
prepared on the basis of twelve-month 
periods would not reflect current earn­
ings and that the procedure recom­
mended by the exchange would result in 
less information for investors.
Frederick H. Hurdman, chairman of 
the Institute’s committee on cooperation 
with stock exchanges, then issued a state­
ment supporting the exchange in its con­
tention that reports for twelve-month 
periods are more reliable than reports 
for three-month periods, and suggesting 
further that publication of both types of 
statements each quarter would impose no 
additional burden on reporting com­
panies and would provide the public 
with full information both as to current 
earnings and the trend of earnings.
Following is, in part, the statement of 
the exchange’s committee on stock list, 
which was sent in the form of a letter 
dated March 23, 1936, to all corporations 
listed on the New York stock exchange:
“The committee on stock list is as con­
vinced as ever that, where circumstances per­
mit it, stockholders should have an indication 
of the financial progress of their company at 
least quarterly, but, as the number of 
straight quarterly reports increases, it has 
become evident that there are certain draw­
backs to this method of reporting.
“Among these drawbacks are the follow­
ing:
(a ) Earnings are often seasonal in na­
ture, and the seasonal demand does not 
always fall in the same quarter;
(b ) Earnings reports of many, if not of 
most, corporations must contain some con­
siderable elements of estimate, and the 
shorter the period covered the more im­
portant relatively become these elements;
(c) Many corporations, in reviewing the 
business for a fiscal year, find it necessary 
to make some adjusting closing entries. 
These entries are usually entirely proper 
and are sometimes of considerable magni­
tude, but cannot be anticipated at the time 
of the issue of quarterly statements.
“The growing tendency, in recent years, to
relate price levels of securities to earnings 
has caused an over-emphasis to be placed 
sometimes by the public upon the informa­
tion obtained from quarterly reports, with an 
apparent inclination to disregard the average 
of the earnings of several years past, to dis­
regard even the earnings of the most recent 
fiscal year, and to base an appraisal of prob­
able market values upon annual earnings, 
estimated by multiplying the most recently 
reported quarterly earnings by four, and then 
multiplying the result by whatever the par­
ticular investor may think to be the proper 
price-earnings ratio to apply in a particular 
case.
“In periods of increasing corporate earn­
ings, this tends to over-emphasize the im­
provement and may cause prices o f securities 
to rise to improperly high levels and, in 
periods of declining corporate earnings, it 
tends to over-emphasize the decline and may 
thus cause the prices of securities to drop to 
figures which are unwarrantedly low.
“All of these objections to the publication 
of straight quarterly earnings statements are 
obviated or lessened by the publication at 
quarterly intervals of earnings for the pre­
ceding twelve months, the third of the meth­
ods alluded to above.
“The committee is submitting its views on 
this subject for your consideration in the 
hope that if you agree with the conclusions 
reached, you will in the future publish for 
the benefit of stockholders twelve-months re­
ports at quarterly intervals, instead of in­
terim reports in any other form which you 
have used in the past.”
Mr. Hurdman’s statement, which was 
widely quoted in the press, is, in part, as 
follows:
“The recommendation of the committee on 
stock list of the exchange has been criticized
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on the grounds that it would result in less 
information regarding the current progress 
of listed companies than is now available 
through publication of reports for each quar­
ter. Critics have said that the exchange has 
exaggerated the tendency of the investor to 
estimate the annual earnings of the company 
by multiplying by four its published earnings 
for any one quarter. They characterize the 
new policy as a retrograde step not consistent 
with the tendency to give investors complete 
information regarding the operations of com­
panies offering their securities to the public.
“The contrary is true. Twelve-months 
earnings reports published quarterly are a 
more reliable means of reporting the current 
earnings of the corporation than reports for 
each quarter. In addition twelve-months re­
ports make it possible, by comparison of any 
two consecutive reports to determine exactly 
the difference between earnings in the last 
quarter reported and in the corresponding 
quarter of the previous year. The difference 
between earnings in corresponding quarters 
of different years is a more reliable index of 
financial progress than the difference between 
earnings in consecutive quarters, which is 
often misleading because of the presence of 
variable factors.
“In its recommendations to congress dur­
ing consideration of the securities exchange 
bill and later to the securities and exchange 
commission the American Institue of Accoun­
tants has pointed out that earnings reports 
on the basis of periods as short as three 
months are likely to be misleading to the 
investor and has recommended that, where 
quarterly reports are required, companies be 
given the option of preparing them on the 
basis of twelve-month periods. I f  the New 
York stock exchange can encourage wide 
adoption of the practice of reporting earn­
ings on the basis of twelve-month periods 
the interests of investors will be well served.
“The criticism that twelve-months reports 
do not reflect earnings for the current quar­
ter could be met by publication of both types 
of reports, as is the case with most public 
utilities. This would impose no additional 
burden on the companies reporting, and 
would provide investors not only with infor­
mation as to current earnings but also with 
information necessary to gauge the trend of 
earnings.”
STATE LEGISLATION
A  bill which would grant certified 
public accountant certificates without ex­
amination to certain persons satisfying 
requirements only as to age, length of 
experience and satisfactory experience in 
tax matters is now before the legislature 
of South Carolina.
This bill was introduced on March 
25th and referred to the house ways and 
means committee. On March 31st it was 
favorably reported by a majority of the 
committee. On April 1st a letter was 
addressed to J. W. Hunt, president of 
the South Carolina Association of Certi­
fied Public Accountants, at his invita­
tion, expressing the opinion of the Insti­
tute’s committee on state legislation. 
The committee concluded that the bill is 
opposed to the public interest and would 
seriously impair the standards of the 
certified public accountant certificate in 
South Carolina. Following is the text of 
this letter:
“The Institute’s committee on state legisla­
tion has learned of the introduction in the 
South Carolina legislature of house bill 1994, 
which would amend the accountancy law of 
your state so as to grant certificates as certi­
fied public accountants without examination 
to any person of 40 years who has had ten 
years experience in public accounting and 
can produce evidence that he is authorized 
to practice before the United States treasury 
department and has practiced in a satisfac­
tory manner before the state tax commission.
“There appears to be no valid reason why 
a special group of persons coming under an 
arbitrary definition of this kind should be 
granted the certified public accountant certifi­
cate, which may be obtained by others only 
after they have satisfied preliminary require­
ments laid down by the South Carolina legis­
lature or the board of examiners of public 
accountants, and have passed a searching 
written examination in accounting, auditing 
and commercial law. Incidentally, the ex­
amination adopted by South Carolina has 
likewise been adopted in thirty-five other 
states and territories as a uniform, standard 
examination for the certified public account­
ant certificate.
“The purpose of certified public account­
ant laws in the several states is to afford a
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means whereby the public may distinguish 
those accountants who have demonstrated, by 
satisfying requirements established by legally 
constituted authorities, their competence to 
undertake the various duties incident to the 
practice of public accounting.
“In South Carolina no one is prevented 
from practising public accounting, but only 
those who have satisfied the requirements of 
the law may designate themselves as certified 
public accountants.
“I f  the certified public accountant certifi­
cate were issued to special groups without 
regard for these requirements, the certificate 
would become meaningless, and the public 
would be deprived of the protection which 
the legislature intended when the present 
certified public accountant law was enacted.
“Passage of house bill 1994 would encour­
age other special groups, not coming under 
the arbitrary definition of those who are to 
be specially privileged under the present bill, 
to petition the legislature for similar favors. 
The door would be open.
“Passage of this bill would also lower 
respect for the certified public accountant 
certificate of South Carolina in other states, 
would impair the value of certificates ob­
tained by examination in the past, and might 
interfere with reciprocity arrangements now 
in existence between South Carolina and 
other states.
“This bill is unquestionably opposed to the 
public interest. The necessity for high stan­
dards for the certified public accountant cer­
tificate has never been greater than it is 
today. The requirements of the federal se­
curities act, the securities exchange act, the 
New York and other stock exchanges, cor­
poration laws, clearing house associations 
and other bodies, providing for independent 
audits by professional accountants, make it 
imperative that the public be able to dis­
tinguish those accountants who have proved 
to properly constituted authorities their qual­
ifications to hold themselves out to the public 
as certified public accountants.
“W e hope that the efforts of the South 
Carolina Association of Certified Public Ac­
countants in opposition to this bill will be 
successful.”
The South Carolina association has in­
dicated that it will oppose passage of the 
bill.
NATURAL BUSINESS YEAR
At a meeting on April 15th at New 
York the natural business year council 
reviewed its acomplishments since its or­
ganization last November and discussed 
plan for future activities.
Most of the activities reported at the 
meeting have been described currently in 
the Bulletin of the Institute. Particular 
consideration was given to means by 
which the advantages of a natural busi­
ness year might be brought to the atten­
tion of attorneys who participate in the 
formation of new corporations. The fol­
lowing general program of future activi­
ties was approved by members of the 
council:
1. The natural business year council should 
be preserved and, if possible, representatives 
of other national organizations should be 
added to its membership.
2. The basic statement should be pre­
served with such additions or changes as the 
council may deem advisable.
3. Future efforts should be to encourage 
formation of subcouncils in the principal in­
dustrial cities of the U. S.
4. The natural business year council should 
continue to serve as the guiding and coordi­
nating agency for the activities of these sub­
councils and as the clearing house of infor­
mation.
5. The natural business year council should 
continue its efforts to determine the natural 
business years of various industries or sub­
divisions of industries with the end in view 
of making a comprehensive list of natural 
closing dates available for general informa­
tion.
“Announcement is made by the president 
of receipt of a copy of the minutes of the first 
meeting of the advisory council to the Ameri­
can Institute, held in Washington, D. C., 
January 6th. Organization of this group, com­
posed of presidents of state societies, was ac­
complished at this meeting, with W . L. Clark, 
of Oklahoma, named as chairman and Alfred 
N. Hilton, of Virginia, named as secretary. 
Twenty-eight states and Puerto Rico were 
represented at this first meeting. It is a 
further step in the direction of uniting and 
solidifying our profession nationally.”
Utah C .P .A .
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ANNUAL MEETING, RHODE ISLAND 
SOCIETY
The secretary of the Institute has ac­
cepted an invitation to speak on matters 
of current interest at the annual meeting 
of the Rhode Island Society of Certified 
Public Accountants at Providence, April 
21st.
REPORTS REQUIRED BY S. E. C. 
AT CHANGE OF FISCAL YEAR
The securities and exchange commis­
sion has issued as new rule, known as 
KA5, which prescribes reports to be filed 
when a corporation changes its fiscal 
year.
When the period between the old and 
the new fiscal years is less than three 
months, no special report for the interim 
is required. When the period, however, 
is three months or more, the new rule 
requires a report for the interim which 
would be substantially the same in form 
as an annual report. I f  the interim is 
less than six months, the financial state­
ments in the special report need not be 
certified, provided the company under­
takes to file certified statements for the 
interim with the next annual report.
Following is the text of rule KA5, 
which became effective on March 14, 
1936:
“A. There shall be demed to be an interim 
period if either of the following conditions 
exists:
(1) There is an interim period between
(a ) the fiscal period covered by the 
information contained in any applica­
tion for registration; and
(b ) the fiscal period covered by the 
information required to be furnished by 
the registrant in the annual report re­
quired to be filed pursuant to rule KA1.
(2) The registrant shall change its fiscal
year after the close of its first fiscal year
ending on or after December 31, 1935.
“B. I f  any registrant has heretofore 
changed its fiscal year since the filing of its 
most recent application for registration of 
securities, it shall, as promptly as possible 
after the adoption of this rule, notify the
commission of such change. Hereafter if any 
registrant shall change its fiscal year, it shall, 
within ten days thereafter, notify the com­
mission of such change.
“C. For each interim period of three 
months or more, a separate report shall be 
filed. Such report shall comply with the 
following requirements:
(1 ) The interim report shall be filed not 
more than 120 days after the latest of the 
following dates: (a ) December 31, 1935;
(b ) the close of the interim period covered 
by such report; (c) if the determination to 
change the fiscal year is made after the 
lapse of what will be the interim period, 
the date of such determination.
(2 ) The interim report shall be in the 
form of the annual report appropriate for 
such issuer, but with such changes as may 
be necessary because it covers a fiscal 
period other than a full fiscal year. It 
shall state clearly, on its face, the period 
covered thereby.
(3 ) I f  such interim period is less than 
six months, the following additional rules 
shall also apply:
(a ) The financial statements need not 
be certified.
(b ) I f  the financial statements are not 
certified, the registrant shall file with its 
next annual report certified financial 
statements covering the interim period.
“D. For each interim period of less than 
three months, no separate report need be 
filed. In such case, however, the following 
requirements shall be met:
(1 ) The next annual report of the regis­
trant shall cover the period from the be­
ginning of the interim period to the close 
of the following full fiscal year.
(2 ) The balance-sheets required to be 
furnished shall be as of the close of the full 
fiscal year. However, separate balance- 
sheet schedules shall be furnished (a ) for 
the interim fiscal period; and (b ) for the 
full fiscal year. Balance-sheets as of the 
close of the interim period need not be 
furnished.
(3) Separate profit-and-loss statements 
shall be furnished (a ) for the interim fiscal 
period; and (b ) for the full fiscal year
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The securities and exchange commis­
sion on March 25th promulgated rule 
JB-9 under the securities exchange act, 
extending the date for filing certified 
financial statements by corporations reg­
istering securities under certain condi­
tions. Following is the text of the rule: 
“In all cases in which an application for 
registration of securities pursuant to sections 
12(b), (c), and (d) of the act contains an 
agreement that registration pursuant to such 
application should expire on the 90th day 
(or at the end of such longer period as the 
commission might by order prescribe) after 
the close of the registrant’s fiscal year ending 
on or after December 31, 1935, unless prior 
to such date the registrant should have filed 
certified financial statements for such year, 
the time for filing such certified financial 
statements is hereby extended to the date on 
or prior to which the registrant is required to 
file financial statements for such year in a 
periodic report under section 13, as such date 
is determined by applicable rules or by the 
registrant’s application for extension of time 
pursuant to such rules.”
ACTIVITIES OF LOCAL SOCIETIES
T eleph o ne  L istings 
The Los Angeles chapter of the Cali­
fornia State Society of Certified Public 
Accountants has again taken the respon­
sibility for securing the listings for the 
classified section to be headed “ certified 
public accountants” in the Los Angeles 
telephone directory, which will shortly 
be published. The secretary of the chap­
ter has sent to all members a form on 
which they are requested to enter their 
names as they should appear in the di­
rectory.
E ffect of T axes o n  B usin e ss  
A study of taxes applicable to busi­
ness in New York and their effect on 
business operations has been authorized 
by the board of directors of the New 
York State Society of Certified Public 
Accountants, it was reported to the so­
ciety at its meeting on March 23rd. A 
committee will be appointed to supervise 
the study and the board has authorized 
the expenditure of a sum not to exceed 
$5,000 for the purpose.
MEETINGS AND ELECTIONS 
Massachusetts Society of Certified Public 
Accountants
Date: March 30, 1936.
Place: Boston.
Speaker: M. Joseph M’Cartin, executive sec­
retary of the Massachusetts unemploy­
ment compensation commission, “The 
Massachusetts unemployment compensa­
tion act.”
New Jersey Society of Certified Public 
Accountants
Date: March 31, 1936.
Place: Paterson.
Speakers: Percival E. Jackson, New York 
attorney, “Section 77 (b) of the nation­
al bankruptcy act.”
Joseph Wolber, Passaic county circuit 
court judge.
John V. Hinchliffe, mayor of Paterson. 
New York State Society of Certified Public 
Accountants
Date: March 23, 1936.
Place: New York.
Subject: “Examination of financial state­
ments by independent public account­
ants.”
Speakers: Announced elsewhere in this 
Bulletin.
Elected: As members of nominating commit­
tee: Homer S. Pace, G. Charles Hurd­
man, William H. Bell, Myron Finke, 
Walter Dean, Andrew Stewart and Eric 
A. Camman. (It was announced that 
Paul K. Knight and Rodney F. Starkey 
had already been elected members of the 
nominating committee from the board of 
directors.)
Puerto Rico Institute of Accountants 
Date: February 23, 1936, annual meeting. 
Place: San Juan.
Elections: President—William A Waymouth. 
Vice-president—R. Sanchez Ortiz. 
Secretary—J. C. Villariny.
Treasurer—Santos G. Ramirez.
Directors—J. C. Rosario.
Eugenio D. Delgado.
Juan A. Faria.
Texas Society of Certified Public Account­
ants (Houston chapter)
Date: April 1, 1936.
Place: Houston.
Speaker: Robert F. Ford, banker, “Problems 
of mutual interest to bankers and ac­
countants.”
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from art­
icles mentioning the American Institute 
of Accountants, which have appeared in 
the public press during recent weeks:
The New York stock exchange, National 
Association of Credit Men, Robert Morris 
Associates, treasury department, securities 
and exchange commission and federal trade 
commission have stated to the American In­
stitute of Accountants their interest in high 
standards for accountancy. Many of the let­
ters strongly deprecate the tendency which 
has been evident in several states in recent 
years to lower statutory requirements under 
which the C. P. A. certificate may be obtained.
The Tribune, Salt Lake City.
The argument goes on apace as to whether 
it is more valuable for investors to receive 
quarterly reports by quarters or for 12- 
month periods. The stock exchange (New 
York) recently recommended the latter meth­
od because, its letters pointed out, investors 
are prone to multiply a single quarterly re­
sult by four and thus calculate the year’s re­
sult. Now Frederick H. Hurdman, chairman 
of the American Institute of Accountants 
special committee on cooperation with stock 
exchanges has a solution. “The criticism that 
12-months reports do not reflect earnings for 
the current quarter,” he said in a prepared 
statement on the subject, “could be met by 
publication of both types of reports, as is the 
case with most of the public utilities. This 
would impose no additional burden on the 
companies reporting, and would provide in­
vestors not only with information as to cur­
rent earnings but also with information nec­
essary to gauge the trend of earnings.”
The Herald, Dayton.
The District of Columbia Institute of Cer­
tified Public Accountants and local members 
of the American Institute of Accountants 
have received from the Institute, national or­
ganization, a bulletin setting forth the guid­
ing principles and approved methods which 
should prevail in public accounting practice.
The Star, Washington, D. C.
Insistence on the maintenance of high 
standards for the certificate of certified pub­
lic accountant and on the public necessity for 
good accounting practice has been expressed 
by public bodies and organizations interested 
in finance, credit and banking, it is reported 
in an announcement sent by the American 
Institute of Accountants to Earl A. Waldo, 
president of the Minnesota Society of Certi­
fied Public Accountants.
The Journal, Minneapolis.
While the leading stock exchanges have 
made commendable progress in their efforts 
to get fuller financial reports from listed cor­
porations prior to the securities act and the
S. E. C., the federal requirements have unde­
niably stimulated this movement toward more 
detailed corporate reports both in the case 
of listed and unlisted securities.
In this connection, the American Institute 
of Accountants, which has just published a 
bulletin on “Examination of Financial State­
ments,” states: “Developments of accounting 
practice during recent years have been in the 
direction of increased emphasis on account­
ing principles and consistency in their appli­
cation.”
The Times, Los Angeles.
The recommendation of the stock list com­
mittee of the New York stock exchange that 
quarterly earnings reports of listed com­
panies be prepared in the basis of twelve­
month periods yesterday won the praise of 
Frederick H. Hurdman, chairman of the 
special committee of cooperation with stock 
exchanges of the American Institute of Ac­
countants.
The Times, New York.
Plans for the annual meeting of the Indi­
ana Association of Certified Public Account­
ants were discussed Saturday at a meeting in 
Indianapolis attended by J. R. Wharton, of 
South Bend. The meeting will be held May 9 
in Indianapolis with Colonel Robert H. 
Montgomery, of New York, president of the 
American Institute of Accountants, as prin­
cipal speaker.
The Tribune, South Bend
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ANNOUNCEMENTS
Boyce, Hughes & Farrell, formerly at 110 
William street, New York, announce the re­
moval of their offices to 70 Pine street.
Karl K. Morris, of Cleveland, has been ap­
pointed clerk-treasurer of the Cleveland 
board of education.
Clem W . Collins announces the formation, 
with Roy A. Turner, of the partnership of 
Clem W. Collins & Co., University building, 
Denver.
Touche, Niven & Co., of New York, an­
nounce the appointment of George J. Leh­
man as resident partner on the Pacific coast 
with offices in the A. G. Bartlett building, 
215 West Seventh street, Los Angeles.
W ill A. Clader, of Philadelphia, addressed 
members of the Controllers Institute of Am­
erica at a meeting held at Philadelphia on 
March 23rd on the subject, “Federal taxes.”
Robert M. Gane and A. DeWitt Alexander, 
of San Francisco, spoke on “Accounting and 
business management” at a recent meeting 
sponsored by the alumni bureau of occupa­
tions of the University of California.
J. Hugh Jackson, of the graduate school 
of business, Stanford University, recently 
discussed “Business in retrospect and pros­
pect” from radio station KGO.
Samuel D. Leidesdorf, of New York, has 
been re-elected president of the Federation 
for the Support of Jewish Charities in New 
York.
Eustace LeMaster, of Spokane, has been 
elected president of the Spokane chamber of 
commerce.
O. R. Martin, of Lincoln, Nebraska, made 
an address at the annual convention of the 
Nebraska chapter of the Associated General 
Contractors held recently at Omaha, on 
“Financial aspects of the social security act.”
Charles F. Rittenhouse, of Boston, is the 
author of an article entitled “Social security 
— a primer for employers and employees” 
which was published in a recent issue of the 
Boston Transcript.
Charles S. Rockey, of Philadelphia, has 
recently spoken on “Social security legisla­
tion” at meetings of the Optimist club of 
Philadelphia, the Lions club of Germantown 
and the Rotary club of Perkasie.
Frank G. Short of San Francisco, spoke 
on the “Social security act” at the Golden 
Gate conference of bank auditors and comp­
trollers, held on February 19th.
Otto A. Shults, of Rochester, addressed 
recent meets of the New York State Nursery­
men’s Association, at Rochester, and the 
Rochester Optimist club on “Social security 
legislation.”
Herbert M. Temple, of St. Paul, spoke on 
“Auditing and its responsibilities” at a meet­
ing of the Twin City chapter of the National 
Association of Bank Auditors and Comp­
trollers.
Clarence L. Turner, of Philadelphia, ad­
dressed members of the Executive Advance­
ment Club at a meeting on March 9th on 
“The natural business year.”
On March 18th Mr. Turner spoke at a 
meeting of the Reading Kiwanis Club on 
“State of Pennsylvania personal property 
taxes.”
J. R. Wharton, of South Bend, addressed 
members of the South Bend Association of 
Credit Men on “The natural business year” 
at a meeting on March 26th.
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SPRING EXAMINATIONS
The regular spring examinations of 
the Institute and of 31 cooperating state 
boards of accountancy were held simul­
taneously on M ay 14th and 15th. The 
results of the examinations graded by  
the Institute’s board of examiners, in 
percentages of candidates who passed 
and failed, w ill be published in a sub­
sequent Bulletin.
OFFICERS OF INSTITUTE ATTEND 
STATE SOCIETY MEETINGS
I n d i a n a
Colonel Robert H . Montgomery, presi­
dent of the American Institute of A c ­
countants, was the principal speaker at 
the annual meeting of the Indiana Asso­
ciation of Certified Public Accountants 
held on M ay 9th at Indianapolis.
The directors of the association met 
during the morning, and a general ses­
sion, devoted to business, was held in the 
afternoon. Colonel Montgomery spoke at 
the annual dinner, which was held at the 
Indianapolis Athletic Club. J. R. W h ar­
ton, of South Bend, president of the as­
sociation, presided. Officers elected and 
other details of the meeting will be an­
nounced later.
O h i o
John L. Carey, secretary of the In ­
stitute, during the week from M ay 4th 
through M ay 11th, attended meetings 
of certified public accountants in five 
Ohio cities, arranged by officers of the 
Ohio Society of Certified Public A c ­
countants and its chapters and by local 
members of the Institute.
The following cities were visited: Co­
lumbus, M ay 4th ; Dayton, M ay 5th; 
Cincinnati, M ay 6th; Toledo, M ay 8th, 
and Cleveland, M ay 11th.
Mr. Carey described to the Ohio ac­
countants the current activities of the 
Institute and stressed the present need 
for strong local and national profes­
sional organizations and close coopera­
tion among accountants in every part of 
the country through their accredited or­
ganizations. A  detailed account of these 
meetings w ill be published in a subse­
quent Bulletin.
INSTITUTE COMMITTEE TESTIFIES ON 
FEDERAL TAX PROPOSALS
A fte r painstaking study of the pro­
posed revenue act of 1936, taxing undis­
tributed earnings of corporations, which 
has been passed by the house of represen­
tatives and is now before the senate, the 
committee on federal taxation of the 
American Institute of Accountants, on 
M ay 7th, filed with the senate committee 
on finance, during hearings on the bill, a 
memorandum commenting at length on 
details of the measure and offering alter­
natives to provisions which it held to be 
inequitable or impracticable.
The committee was represented by  
Victor H . Stempf, of New  York, its 
chairman. Mr. Stempf, in an oral state­
ment, made it clear that the committee 
did not consider it within its province 
to discuss social or political questions 
and had, therefore, limited its comments 
to questions of an accounting nature 
raised by the proposals. The memoran­
dum states the opinion of the committee 
that it would not be wise to substitute a 
new and involved system of taxation, 
from  which the potential yield is con­
jectural, for a method which has, during 
more than twenty years, been developed 
to a reasonably fixed or determinable 
basis. It  contains the solution of a hy­
pothetical tax calculation which, in the 
opinion of the committee, demonstrates 
the complexity of the computations nec­
essary to determine tax liability under 
the proposed act.
Mr. Stempf offered the assistance of 
his committee in any further study of 
the tax proposals or in the drafting of 
amendments to the present bill.
Following is the text of the commit­
tee’s memorandum:
S e n a t e  F i n a n c e  C o m m i t t e e ,
Washington, D. C.
Sirs:
The committee on federal taxation of the 
American Institute of Accountants has no 
authority to speak for the members of the 
Institute upon social or political questions, 
and this memorandum, therefore, will deal 
solely with questions of an accounting na­
ture raised by the proposals.
( I)  Analysis of the statement submitted by the 
treasury in support of the bill leads the committee,
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as accountants, to question the validity of the esti­
mate of increase in revenue made by the treasury.
The formal statement submitted by the 
treasury in support of the proposal reads as 
follows:
"Estimated revenue under proposal to tax 
undistributed corporate profits
“ It is estimated that if a tax on undis­
tributed corporate profits were imposed, 
accompanied by the repeal of the present 
corporate income, capital-stock, and excess- 
profits taxes, and the elimination of the 
present exemption of dividends from nor­
mal tax, the net increase in revenue based 
on calendar year 1936 incomes would be 
about $620,000,000. The following table 
summarizes the basic data underlying this 
estimated increase:
"Estimate of taxable base and revenue, calendar year 1936— Corporations 
showing net income
(In millions of dollars)
1. Statutory net income...........................................................................  7,200
2. Taxes included in (1) to be repealed:
Capital-stock tax .............................................................................  103*
Excess-profits tax ........................... .................................................  5
3. Dividends received not included in (1), 90 percent. of total dividends received 1,000
4. Aggregate taxable income...................... .................................................  8,308
5. Cash dividends paid............................ .................................................  3,540
6. Withheld earnings, (4) less (5 )..............................................................  4,768
7. Estimated tax on (6), assuming distribution to individuals, plus normal tax on
present dividends ............................ .................................................  1,752
8. Loss in revenue from repeal of corporate income, capital-stock and excess-
profits taxes ...................................................................................... 1,132
9. Net increase in revenue......................... ................................................. 620
*Total estimated capital-stock tax of both net income and deficit corporations, $163,000,000.
"Corporate statutory net income and dividend distribution"
(In thousands of dollars)
Years
Statutory
net
income
Total cash 
dividends 
paid, all 
corporations
Dividends
received,
all
corporations
Net cash 
dividends 
paid, all 
corporations
Total cash 
dividends 
paid by 
corporations 
showing 
net income
Net cash 
dividends 
paid by 
net income* 
corporations
1923....... .... $ 8,321,529 $4,169,118 $ 870,088 $3,299,030 $3,820,620 $ .....
1924........ .... 7,586,652 4,338,823 915,216 3,423,607 3,994,991 ....
1925....... .... 9,583,684 5,189,475 1,175,481 4,013,994 4,817,301 .......
1926....... .... 9,673,403 5,945,293 1,506,154 4,439,139 5,530,211 ....
1927........ .... 8,981,884 6,423,176 1,658,076 4,765,100 5,785,476 ....
1928....... .... 10,617,741 7,073,723 1,916,671 5,157,052 6,585,169 ....
1929_____ .... 11,653,886 8,355,662 2,593,052 5,762,610 7,841,802
1930_____ .... 6,428,813 8,202,241 2,571,231 5,631,010 6,841,050 ....
1931....... .... 3,683,368 6,151,082 1,969,229 4,181,853 3,871,880 2,640,000
1932...... ... 2,153,113 3,885,601 1,259,982 2,625,619 2,320,386 1,570,000
1933....... .... 2,985,972 3,127,459 1,025,709 2,101,750 2,385,889 1,600,000
1934*...... 4,220,000 3,300,000 1,025,000 2,275,000 2,540,000 1,750,000
1935*...... .... 5,500,000 3,600,000 1,120,000 2,480,000 2,990,000 2,060,000
1936* .... 7,200,000 3,900,000 1,200,000 2,700,000 3,540,000 2,430,000
* Estimated.
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It is not clear whether the table here re­
produced is intended to represent what is to 
be expected in a typical year, or whether it 
represents what is to be expected under the 
special circumstances of the year 1936. Since 
the president in his message spoke of the 
need “to raise by some form of permanent 
taxation an annual amount of $620,000,000”, 
and said, further, that the proposals could 
“be put into practice so as to yield the full 
amount of $620,000,000”, it seems proper to 
regard the treasury statement as the esti­
mate for a typical year, based on the as­
sumption that in that typical year taxable 
net income as measured under the present 
statute would be $7,200,000,000.
The estimate contemplates that under the 
proposed law a complete distribution of 
corporate income will take place, or that, 
alternatively, taxation on any amounts un­
distributed will yield at least as much as 
would be paid by individuals if  those 
amounts were distributed. The main source 
of increased taxation relied upon is an in­
crease of dividend distributions to individ­
uals over that which would otherwise take 
place. It follows that the validity of the 
computation of the fiscal results turns mainly 
on the fairness and the comparability of the 
estimate of the amounts that would be dis­
tributed under the law as it now stands, and 
under the proposed law respectively.
With the proposal, the treasury submitted 
a table showing corporate net income and 
dividends (actual or estimated) over a period 
of fourteen years. Examination of that table 
shows that in the years for which actual or 
approximate figures are available the per­
centage of dividends paid to aggregate tax­
able income was in every case higher than 
the percentage assumed for 1936. Over the 
last ten years, the average percentage of dis­
tribution, according to the treasury’s method 
of computation, was slightly less than 59% 
of aggregate taxable income as compared 
with rather less than 43% assumed for 1936 
or the typical year. I f  the estimates of dis­
tribution under existing law in the typical 
year were raised to 59%, the estimated cash 
dividends would be increased and the dis­
tributions attributable to the new proposals 
decreased by about $1,300,000,000. Such a 
revision would gravely affect the estimate of 
revenue increase to be produced by the pro­
posed law as given on line 9 of the table.
I f  the table is regarded as an estimate of 
the effect of the proposed change not in a 
typical year but on the actual revenues to 
be received in 1937 on the basis of taxable 
income for 1936, the criticism takes a dif­
ferent form. Even on that basis it would 
seem that the estimate of cash dividends to 
be paid under the existing law is too low, 
and the estimate of gain in taxation from 
the new proposals correspondingly over­
stated.
( I I)  A  further important question, however, 
arises from the nature of corporate dividend prac­
tice in general.
Normally, the corporate income of a year 
is distributed partly within that year and 
partly in the early months of the succeeding 
year, and the bill as originally drafted rec­
ognized this practice and levied the tax ac­
cordingly. The practice is world-wide and 
financially sound, and students of taxation 
have regarded it as fiscally desirable in that 
it tended to smooth out the extreme fluctua­
tions in the yield from the income tax, which 
constitutes perhaps the most serious objec­
tion to that form of taxation. It is now 
conceded by the treasury that unless this 
practice is changed the estimate now under 
consideration could not be expected to be 
realized in 1937, and a late amendment in 
the house limits the credits for dividend dis­
tribution to the amount actually distributed 
within the taxable year. While this amend­
ment may make good an obvious defect in 
the estimate, it seems to us calculated at best 
to secure a temporary advantage at the ex­
pense of practicability, sound financial pro­
cedure, and permanent fiscal advantage.
The provision regarding dividends, as it 
now stands, will make it incumbent upon 
management to estimate its earnings for the 
year, or at least for the last quarter, in 
order to determine the amount of dividend 
to be distributed within the taxable year. 
From an accounting standpoint this creates 
a far more vexing problem than is apparent 
and likewise poses a financial dilemma which 
may, for example, involve corporate direc­
tors in personal liability for the illegal dis­
tribution of dividends. As to accounting 
difficulties, one may exemplify the point by 
stating that in the great majority of busi­
nesses the ascertainment of earnings depends 
vitally upon the fair determination of the 
amount of inventories at the close of the
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year. Such determination cannot be made in 
the average case (even upon the basis of 
perpetual inventory  records) until after the 
close of the year. Similarly, the audit and 
adjustment of liabilities, accruals and re­
serves have a material bearing upon earn­
ings. This adjustment likewise cannot be 
made until after the close of the year. To 
ignore factors such as these is contrary to 
the tenets of sound management.
( I I I)  In the table presented by the treasury, 
which we have quoted, an amount is shown on line 
6— "Withheld earnings, (4) less (5) . . . 4,768 
(million dollars)". The way in which this figure is 
arrived at is quite clear, but the description of that 
amount as "withheld earnings" seems to us to be 
open to grave criticism.
It is difficult to conceive of any sense in 
which the expression could be used and right­
fully applied to the figure in question. The 
natural interpretation is that under the ex­
isting law $4,768,000,000 of income available 
for distribution to stockholders would be 
withheld from distribution; but, quite apart 
from the question we have raised as to the 
correctness of the assumption on which this 
figure is based, it is clear upon the face of 
the table that, on the assumed figures and 
under the existing law, approximately $1,- 
100,000,000 of this amount would be paid 
to the government in taxes and could not be 
paid to stockholders as dividends.
It is evident from the president’s message 
that he fell into this natural interpretation—  
otherwise, he would not have made the state­
ment which appears on page 3 of the 
hearings: “Thus the treasury estimates that, 
during the calendar year 1936, over 4½ bil­
lion dollars of corporate income will be with­
held from stockholders.” It seems to this 
committee a matter for regret that the treas­
ury should have put out statements open to 
such a natural but incorrect interpretation 
and as a result should have put the presi­
dent in the position of creating a clearly 
unfounded impression on a matter of so 
much importance.
( IV ) The hearings indicate that the treasury has 
given considerable thought to the tendency of the 
proposals to lead to increased holdings of tax-ex­
empt bonds by wealthy individuals.
It is not clear that the treasury has made 
adequate allowance for the effect of the pro­
posal in the form of increased holdings by 
charitable institutions of corporate stocks 
which to them would, under the proposals, 
be completely tax exempt.
(V) A s accountants, the members of the com­
mittee are keenly alive to the multiplicity of cases 
of individual injustice which result from frequent 
changes either in the scheme or scale of income 
taxation.
The committee believes that radical 
changes should be made only after the most 
careful consideration. Examination of the 
record does not indicate that such considera­
tion has already been given to the present 
proposals. In the course of the house hear­
ings, it was stated by the general counsel of 
the treasury that opinions on the measure 
from competent persons outside the govern­
ment had not been sought, and the many 
changes which have been found necessary 
since the proposals were first put forward 
suggest that many practical aspects of the 
question had not been appreciated by the 
proponents.
The exceptions which have been intro­
duced into the proposed act are an acknowl­
edgment of circumstances under which the 
contemplated legislation may work undue 
hardships and injustice, but these are the 
more obvious exceptions relative to deficits, 
contracts not to pay dividends, debt-ridden 
corporations, etc. Undoubtedly, there are 
many other situations in which injustice may 
be done, which may be disclosed only by 
deliberate research.
This committee believes it unsound to 
jeopardize the future of the great number 
of medium-sized corporations which are 
struggling back to sound financial condition 
by relieving corporations of the present tax 
on income to the extent distributed, and 
substituting a new basis of taxation, at high 
rates, which must contain, inevitably, a new 
field of accounting difficulties and complexi­
ties of corporate finance. The present 
method, involving the direct application of 
stated rates of tax on corporate income has 
taken more than twenty years to evolve a 
reasonably fixed or determinable basis, in 
which there remain present many differences 
between taxable net income on the one hand 
and corporate net income determined on the 
basis of recognized, sound accounting prin­
ciples on the other hand. These differences 
inject uncertainties into the conduct of cor­
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porate business, which plague management, 
cumulatively, for periods of two or three 
years, or more, in respect to the federal in­
come-tax liability relative to each fiscal year; 
but within fairly certain minimum and max­
imum limits of amount in the light of pre­
cedent established by decisions of the courts, 
board of tax appeals, etc. The proposed 
legislation will magnify the uncertainties of 
corporate accounting and finance by adding 
other unknown quantities to the equation 
pursuant to which the tax is determinable, 
e.g., the final determination of “adjusted net 
income” will have a vital bearing upon the 
amount of surplus available for distribution 
and, similarly, a vital bearing upon the 
amount of dividends to be distributed to 
minimize the tax on undistributed income. 
Subsequent revision of adjusted net income 
by the treasury department may have a fatal 
effect upon the financial condition of a cor­
poration by reason of irrevocable actions, in 
respect of dividends or otherwise, taken by 
the management on the basis of “adjusted 
net income” originally determined in good 
faith. Furthermore, section 14 of the pro­
posed act provides an alternative tax in 
cases where the accumulated earnings and 
profits are less than the adjusted net income, 
i.e., eases in which a corporate deficit is in­
volved. The act does not define “accumulated 
earnings and profits.” Does it contemplate 
deficits determined on the basis of recognized 
accounting principles, or a statutory deficit 
representing an accumulation of “adjusted 
net income (or loss)” after giving effect to 
statutory dividends? Does such statutory 
surplus or deficit have to be reconstructed 
from March 1, 1913? Section 16 provides 
“relief” relative to the excess of “debts” over 
“accumulated earnings or profits.” I f  the 
latter is a deficit, does the act contemplate 
the addition of such deficit to the “debts” to 
determine the “debt excess” ? These factors 
are indicative of the character of the uncer­
tainties which will arise to complicate the 
determination of tax liability.
(V I) From the accounting standpoint there is 
an objection to the bill in that it will tend to in­
crease greatly the importance of allocation of 
profits to particular years.
Under the existing law, considerable in­
justice results from readjustment by the 
treasury of allocations made in good faith 
by the taxpayer. Up to now, this injustice
had been felt mainly in the field of individ­
ual incomes; in the case of corporations, 
with the rate of tax fairly stable, the cases 
of major injustice have been limited to 
those in which the treasury made realloca­
tions which decreased the taxable income of 
a year in respect of which recovery of the 
tax was barred by statute, and increased that 
of a year in respect of which collection could 
still be made. With a steeply graduated tax, 
measured not by the full amount of the in­
come but by the residuum undistributed, the 
importance of reallocations and the prob­
abilities of injustice arising therefrom will 
be greatly increased.
As examples of items of income or ex­
pense, the allocation of which is frequently 
challenged by the treasury department, there 
may be cited income which has been the sub­
ject of litigation, losses from bad debts or 
worthless investments, depreciation, addi­
tional assessments of state franchise taxes, 
claims paid as a result of litigation, etc.
I f  the form of taxation of undistributed 
income proposed in the house bill be enacted, 
we urge that some provision be made where­
by the uncertainties relative to reallocation 
of income between years be alleviated. 
(V II)  The existence of serious abuses through 
personal holding companies is recognized, but we 
believe it should be possible to deal with that spe­
cific evil otherwise than by measures which would 
apply equally to corporations in respect of which 
no siilmar abuse exists.
Section 102 of the proposed act extends 
to stockholders of personal holding compa­
nies the right to elect to have their entire 
pro rata shares, whether distributed or not, 
of the retained corporate net income for the 
taxable year, included in their personal tax­
able net income as if such income had been 
distributed. Such personal holding compa­
nies were covered by section 351 of the 1934 
revenue act. Section 102 of that act did not 
include personal holding companies, but re­
lated to all corporations “improperly accum­
ulating surplus” and extended to all such 
corporations the right of electing to have 
such income taxed as if distributed, whereas 
the proposed act, as stated above, limits this 
right to personal holding companies and to 
the other special classes of corporations 
mentioned in section 102(a). We recom­
mend that this right be extended to any and:
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all corporations wishing to avail themselves 
of the privilege.
(V III)  Until the enactment of the national indus­
trial recovery act in 1933, the federal income-tax 
laws provided for the carrying forward of net 
losses.
The repeal of the “carry-forward” provi­
sion was, in our opinion, ill advised, in that 
it taxed income which was sorely needed to 
rehabilitate the finances of corporations 
which had suffered serious losses in prior 
years and which were least able to pay taxes. 
W e advocate the restoration of the carry­
over of net losses. Moreover, as it usually 
takes corporations several years to recover 
from the effects of a series of unprofitable 
years, or even from one very bad year, it is 
suggested that provision be made to carry 
forward net losses for a period of say five 
years.
( IX )  It has been stated that the advocates of 
taxation of undistributed income approached the 
subject with the conviction that this form of tax 
would answer a long felt need for simplification of 
the tax structure.
It is quite evident from an examination 
of the provisions of the proposed law that 
simplification has not been attained or even 
approached. The lengthy and involved cal­
culations necessary to determine what the 
tax under the revenue act of 1936 will be 
and what dividends may be declared, even 
in plain cases, are illustrated by the follow­
ing problem:
Corporation A  had a deficit of $15,000.00
and admissible debts totalling $60,000.00 at 
December 31, 1935. Its adjusted net income 
for the calendar year 1936 amounted to $35,-
000,00. The directors decided that the debt 
excess should be amortized over the five years 
commencing January 1, 1936. Compute the 
tax payable (a ) if no dividend distribution 
is made, (b ) if a dividend of $10,500.00 is 
distributed in the year 1936.
It will be observed that the above problem 
is about as simple as could have been se­
lected. A ll amounts are in round numbers, 
the deficit is predetermined, the dividend is 
exactly 30% of the net income and there are 
no such complications as foreign-tax credit 
in respect of which the taxpayers have an 
option which must be exercised before filing 
a return and the selection of one or other of 
the alternatives might materially alter the 
situation.
As differences between taxable income and 
book income have existed under prior reve­
nue acts, no such differences have been in­
troduced in this example although they 
would affect the computation of tax under 
section 14(a). Also, as the corporation’s ad­
justed net income is over $10,000.00 and 
under $40,000.00 and as it had both a deficit 
and a debt excess at December 31, 1935, four 
computations of tax have to made under 
both (a ) and (b ) to determine which method 
is applicable.
The computations of tax under section 13 
(schedules II-A  and I I I ) ,  section 14(a) and 
section 16(b), where there is no dividend 
distribution, are as follows:
I. Tax computed under schedule II -A :
Rate of tax, per schedule II -A  for no divi­
dend distributions— 42½%
Tax on adjusted net income of $35,000.00 at
42½% ...................................................... $14,875.00
II . Tax computed under schedule I I I : — — —
(A ) Computation of tax under schedule I :
Adjusted net income.................................. $35,000.00
Less tax thereon under schedule II-A , as 
above ....................................................  14,875.00
Undistributed net income......................... . $20,125.00
Percentage of undistributed to adjusted ..... ..
net income ............................................. 57.5%
Applicable tax rate, per schedule I : 
(7.5 +  55/100 X  (57.5 —  3 0 ))..........  22.625%
Tax on $35,000.00 at 22.625%................. ...................................$ 7,918.75
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(B ) Computation of tax under schedule I I :
Adjusted net income in excess of $10,000.00 $25,000.00
Tax at 42½%  (rate determined under ----------------
schedule I I -A ) .....................................
Total tax under schedule I I I .......................
III. Tax computed under section 1 4 (a ):
(1 ) Tax under section 14(a) (1 ):
Adjusted net income.................................. $35,000.00
Less surplus (before taxes) at December 
31, 1936 ................................................  20,000.00
$15,000.00
Tax thereon at 15%..................................
(2 ) Tax under section 14(a) (2 ):
Adjusted net income.................................. $35,000.00
Less:
Portion of adjusted net income taxed
in 14(a) (1 ).......................................  $15,000.00
Tax computed under section 14(a) (1 ) 2,250.00
---------------  17,250.00
Adjusted net income for computation of ---------------
tax .........................................................  17,750.00
(a ) Computation of tax under schedule 
I I -A :
Tax at 42½% (rate applicable when
no dividends paid)............................. $ 7,543.75
(b ) Computation of tax under schedule 
III:
(A )  Computation of tax under sched­
ule I :
Adjusted net income, above................ $17,750.00
Less tax thereon under schedule II-A , 
above ............................................. 7,543.75
Undistributed net income...................  $10,206.25
Percentage of undistributed to ad-
justed net income............................  57.5%
Applicable tax rate, per schedule I   
(7.5 +  55/100 X  (57.5 —  30)).... 22.625%
Tax on $17,750.00 at 22.625%_______ $ 4,015.94
(B ) Computation of tax under sched­
ule I I :
Adjusted net income in excess of
$10,000.00 .......................... ..........  $ 7,750.00
Tax thereon at 42½% (rate deter- 
mined under schedule I I -A ) ..........  3,293.75
$ 7,309.69
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Applicable tax under section 14(a) (2)— 
the lower of (a) or (b )............................
Total tax under section 14(a).......................
IV. Tax computed under section 16(b) :*
(1) Tax under section 16(b) (1 ):
Admissible debt at December 31, 1935.......
Surplus at December 31, 1935....................
“Debt excess’’ ....................................................
Tax at 2 2½% on one-fifth thereof ($12,-
000.00) ..................................................
(2) Tax under section 16(b) (2 ):
Adjusted net income......................................
Less:
Portion of adjusted net income taxed
in 16(b) (1) ..........................................
Tax computed under section 16(b) (1)
Adjusted net income for computation of 
tax ................................................................
(a) Computation of tax under schedule 
II-A:
Tax at 42½% (rate applicable when 
no dividends paid)................................
(b) Computation of tax under schedule 
I I I :
(A) Computation of tax under sched­
ule I :
Adjusted net income, as above..... ......
Less tax thereon, under schedule II- 
A, above ..............................................
Undistributed net income.....................
Percentage of undistributed to ad­
justed net income.............................
Applicable tax rate, per schedule I— 
(7.5 +  55/100 X (57.5 — 30))....
Tax on $20,300.00 at 22.625%...........
(B) Computation of tax under sched- 
ure I I :
Adjusted net income in excess of
$10,000.00 ...................................
Tax thereon at 42½% (rate deter­
mined under schedule II-A )...........
Applicable tax under section 16(b) (2)— 
the lower of (a) or (b )............................
Total tax under section 16(b)
*This calculation has been made on the assumption that a net deficit at December 31, 1935, 
added to the admissible debt to obtain the amount of debt excess.
7,309.69 
$ 9,559.69
$ 2,700.00
8,627.50
$11,327.50
should not be
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Deficit
$60,000.00
$35,000.00
$12,000.00
2,700.00
14,700.00
$20,300.00
$ 8,627.50
$20,300.00
8,627.50
$11,672.50
57.5%
22.625%
$ 4,592.88 
4,377.50
$10,300.00
$ 8,970.38
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Summary
Tax computed under schedule I I -A ...................................... $14,875.00
Tax computed under schedule I I I .......................................... 18,543.75
Tax computed under section 14(a)........................................  9,559.69
Tax computed under section 16(b)........................................  11,327.50
Under section 17, the applicable tax is, therefore, the tax computed under section 14(a), 
$9,559.69
The surplus of the corporation at December 3 1 , 1936, would then amount to $10,440.31, 
as follows:
Net income for year 1936 (before tax ).......  $35,000.00
Less:
Deficit at December 31, 1935.......................  $15,000.00
Provision for tax on 1936 income.............  9,559.69
-------------  24,559.69
Surplus, December 31, 1936............................ $10,440.31
I f  the directors decide to pay a dividend of $10,500.00 in 1936, new computations, 
which are even more complicated than the first set, have to be made under the same four 
methods in order to determine the tax and whether the corporation will be in a position, 
after providing for taxes, to pay such dividend. The computations follow:
I. Tax computed under schedule II-A :
Adjusted net income............ ............................. $35,000.00
Dividend credit ..................................................
Percentage of dividend credit to adjusted
net income ......................................................
Rate of tax, per schedule II-A, for above
percentage of distribution...........................
Tax on adjusted net income of $35,000.00 at 
27½% ......................................................
II . Tax computed under schedule I I I :
(A) Computation of tax under schedule I :
Adjusted net income.... .................................
Less:
Dividend credit ..........................................
Tax under schedule II-A, as above.......
Undistributed net income............... ..............
Percentage of undistributed to adjusted
net income ..................................................
Applicable tax rate, per schedule I  (7.5 +  
55/100 X (42.5 — 30))............................
Tax on $35,000.00 at 14.375%...................
(B) Computation of tax under schedule I I :  
Adjusted net income in excess of $10,-
000.00 .......................................................
Tax thereon at 27½% (rate determined 
under schedule II-A )..................................
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$14,875.00
42.5%
14.375%
$25,000.00
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I I I . Tax computed under section 1 4 (a ) :
(1) Tax under section 14(a) (1 ):
Adjusted net income......................................
Less surplus (before taxes and dividends) 
at December 31, 1936__________________ 20,000.00
$15,000.00
$35,000.00
Tax thereon, at 15%.....................................
(2) Tax under section 14(a) (2):
Adjusted net income.....................................
Less:
Portion of adjusted net income taxed
in 14(a) (1 )............................................
Tax computed under section 14(a) (1)
Adjusted net income for computation of
tax ................................................................
(a) Computation of tax under schedule 
II-A :
Adjusted net income.................................
Dividend credit .........................................
Percentage of dividend credit to ad­
justed net income.................................
Tax rate per schedule II-A  (9 +  ⅜
(71 — 59.1549))....................................
Tax on adjusted net income of $17,-
750.00 at 13.4419%...............................
(b) Computation of tax under schedule 
I I I :
(A) Computation of tax under sched­
ule I :
Adjusted net income, above.................
Less:
Dividend credit.........  $10,500.00
Tax under Schedule
II-A, above...........  2,385.94
Undistributed net income.....................
Percentage of undistributed to ad­
justed net income...............................
Applicable tax rate, per schedule I  
(3.5 +  4/10 (27.4032 — 20)) .......
Tax on $17,750.00 at 6.4613%...........
(B) Computation of tax under sched­
ule I I :
Adjusted net income in excess of
$10,000.00 ........................................
Tax thereon, at 13.4419% (rate de­
termined under schedule II-A ).......
$ 2,188.63
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$ 2,250.00
$35,000.00
$15,000.00
2,250.00
17,250.00
$17,750.00
$17,750.00
$10,500.00
59.1549%
13.4419%
$17,750.00
12,885.94 
$ 4,864.06 
27.4032% 
6.4613%
$ 7,750.00
$ 2,385.94
$ 1,146.88 
1,041.75
Applicable tax under section 14(a) (2)— 
the lower of (a) or (b)....................................
IV. Tax computed under section 16(b) :
(1) Tax under section 16(b) (1 ):
Admissible debt at December 31, 1935.....
Surplus at December 31, 1935...................
“Debt excess” ...............................................
Tax at 22½% on one-fifth thereof ($12,- 
000.00) ..................................................
(2) Tax under section 16(b) (2 ):
Adjusted net income.....................................
Less:
Portion of adjusted net income taxed
in 16(b) (1 )............................................
Tax computed under section 16(b) (1)
Adjusted net income for computation of 
tax ................................................................
(a) Computation of tax under Schedule 
II-A:
Adjusted net income, as above...............
Dividend credit .........................................
Percentage of dividend credit to ad­
justed net income...................................
Tax rate, per schedule II-A (15 +  ½
(55 — 51.7241))...................................
Tax on adjusted net income of $20,-
300.00 at 16.638%.................................
(b) Computation of tax under schedule 
III :
(A) Computation of tax under sched­
ule I :
Adjusted net income above.................
Less:
Dividend credit.........  $10,500.00
Tax under schedule 
II-A, above...........  3,377.51
Undistributed net income.....................
Percentage of undistributed to ad­
justed net income...............................
Applicable tax rate, per schedule I 
(7.5 +  55/100 (31.6379 — 30))....
Tax on $20,300.00 at 8.4008%...........
(B) Computation of tax under sched­
ule II :
Adjusted net income in excess of 
$10,000.00 .........................................
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$12,000.00
2,700.00
$20,300.00
$10,500.00
51.7241%
16.638%
$20,300.00
13,877.51 
$ 6,422.49 
31.6379% 
8.4008%
$10,300.00
$60,000.00
Deficit
$60,000.00
$35,000.00
14,700.00
$20,300.00
$ 3,377.51 
$ 1,705.36
2,188.63 
$ 4,438.63
$2,700.00
* This calculation has been made on the assumption that a net deficit at December 31, 1935 should not 
be added to the admissible debt to obtain the amount of debt excess.
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Tax thereon at 16.638% (rate deter­
mined under Schedule II-A )...........
Applicable tax under section 16(b) (2)— 
the lower of (a) or (b ).................................
$6,077.51
Summary
Tax computed under schedule II-A ......................................  $ 9,625.00
Tax computed under schedule I I I ..........................................  11,906.25
Tax computed under section 14(a)........................................ 4,438.63
Tax computed under section 16(b)......................................  6,077.51
The applicable tax is, therefore, the tax computed under section 14(a), $4,438.63.
The surplus of the corporation at December 31, 1936, would now amount to $5,061.37, 
as follows:
Net income for year 1936 (before tax ).......  $35,000.00
Less:
Deficit at December 31, 1935.................  $15,000.00
Dividends paid .......................................... 10,500.00
Provision for tax on 1936 income.........  4,438.63
29,938.63
Surplus, December 31, 1936...........................  $ 5,061.37
The proposed revenue act will also add to 
the work of the bureau of internal revenue. 
I f  any adjustment is made upon examina­
tion of the return, the tax will have to be 
recomputed, and this involves the use of all 
four tables in order to ascertain which one 
of the tables will apply after making the re­
computation.
(X ) The committee recommends a further change 
in the provisions of section 115(c) of the proposed 
law, to apply the "recognition percentages" to 
capital gains and losses alike.
Under section 117(a) of the existing law, 
if a stockholder makes a sale or exchange of 
his stock in a corporation, and has held his 
stock more than a year, only a portion of 
the gain is taxable, the portion depending 
upon the length of time the stock is held. 
The same principle is applied when bonds 
are redeemed. However, under section 115(c), 
if  capital stock is retired, the gain to the 
stockholder is 100 per cent. taxable, regard­
less of how long the stock has been held. I f  
the retirement of stock results in a loss to 
the stockholder, only a portion of the loss is 
deductible, as in the case of a sale.
The proposed revenue act partially cor­
rects this injustice by making the recogni­
tion percentages set forth in section 117(a) 
applicable to certain gains on liquidation in 
addition to all losses. The gains to which 
the percentages apply are those realized in 
the case of amounts received under a plan to 
liquidate the corporations, provided that the 
plan specifies that the liquidation shall be 
completed within a certain period not ex­
ceeding two years from the close of the tax­
able year during which is made the first of 
the series of distributions. Thus the incon­
sistency in the treatment of gains and losses 
still remains in the case of partial liquida­
tions or of complete liquidations which un­
der the liquidation plan take more than two 
years to complete. There is no apparent 
reason why the same principle should not 
be applied to partial liquidations or liqui­
dations which require more than two years 
to complete.
The report of the committee on ways and 
means states that the present rule which 
requires a taxpayer in the case of a  complete 
liquidation to be taxed on 100 per cent. of 
the gain is preventing liquidation of many
14
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corporations and that the change recom­
mended in the house bill should therefore 
bring about a substantial increase in the rev­
enue. It is equally true that the present 
rule is preventing the partial liquidation of 
many corporations, and a limitation on the 
taxable gain in the case of distributions in 
partial liquidation should likewise increase 
the revenue. The law already contains a 
provision to prevent abuses where the dis­
tributions have the effect of a dividend 
(section 115(g)). It is particularly desir­
able that the principle be extended at least 
to redemptions of preferred stock which do 
not differ greatly in nature from redemption 
of bonds. I f  the principle is to be confined 
to complete liquidation it seems essential that 
the two-year period be extended to five years 
since it is impossible to complete many liqui­
dations in two years.
A  further question arises in the case of 
corporations which may be the recipients of 
such distributions in liquidation. There is 
no apparent reason why the same “recogni­
tion percentages” should not be applied in 
the case o f corporations.
(X I)  A s to affiliated companies, the committee 
recommends the restoration of consolidated returns.
The revenue act of 1934 abolished the 
privilege granted to affiliated corporations to 
file consolidated income-tax returns, except 
as to railroad companies. Inasmuch as sub­
sidiary companies are often organized mere­
ly in order to comply with the requirements 
of various state laws or to minimize risk in 
opening up new territory for the corpora­
tion’s business, or a new line of business, it 
is erroneous to treat them as entities distinct 
from the parent corporation. For all prac­
tical purposes, they are branches or depart­
ments of one enterprise. Therefore, as the 
treasury department pointed out to the ways 
and means committee when it was consider­
ing the revenue act of 1934, the one way to 
secure a correct statement of income from 
affiliated corporations is to require a con­
solidated return, with all inter-company 
transactions eliminated. This conforms to 
recognized, sound accounting practice. Oth­
erwise, profits and losses may be shifted 
from one wholly-owned subsidiary to another 
in such a manner that the commissioner’s 
power to reallocate income is ineffectual, 
and their separate statements of income do
not present an accurate picture of the earn­
ings of particular units. The administration 
of the income tax law is simpler with the 
consolidated return, as it conforms to ordi­
nary business practice, enables the treasury 
to deal with a single taxpayer instead of 
many taxpayers, and eliminates the necessity 
for examining the bona fides of numerous 
inter-company transactions.
Likewise from the standpoint of the tax­
payers, in cases in which corporations fol­
low the consistent practice of preparing con­
solidated financial statements, the prepara­
tion of related tax returns is simplified if 
done on a consolidated basis.
Accordingly, it is suggested that the privi­
lege of filing consolidated returns be re­
stored, with a differential in rate of tax of
1 or 2 per cent. on corporations availing 
themselves of this privilege.
(X II)  The committee suggests that the provi­
sions of section 117(a) relative to "recognition per­
centages" of capital gains and losses be applied 
to individuals and corporations alike.
It has been stated that one of the pur­
poses of the proposed law is “to provide a 
fairer distribution of the tax load among all 
the beneficial owners of business profits, 
whether derived from unincorporated enter­
prises or from incorporated businesses.” In 
harmony with this objective, the committee 
believes that equality of treatment should be 
accorded individuals and corporations rela­
tive to capital gains and losses, and to that 
end suggests that the “recognition percent­
ages” prescribed in section 117(a) of the 
proposed act be extended to corporations as 
well as to other taxpayers.
W e direct attention particularly to certain 
accounting difficulties and attendant injus­
tices which will arise out of the application 
of the proposed form of tax on undistributed 
income incident to the statutory limitation 
of $2,000.00 relative to capital losses in the 
case of a corporation. A  simple example 
will demonstrate the subject.
I f  a moderate sized corporation were to 
incur a capital loss of $22,000.00 (without 
offsetting gains), its surplus legally avail­
able for distribution will be reduced by that 
amount. However, its statutory adjusted 
net income will be reduced by only $2,000.00. 
As previously pointed out in this memoran­
dum the term “accumulated earnings and
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profits” has not been defined in this act, nor 
has the meaning of that term been estab­
lished conclusively under prior acts. It is 
logical to assume that the term may mean 
an accumulation of “adjusted net income” 
rather than ordinary corporate surplus de­
termined on the basis of recognized sound 
accounting principles. Therefore, its statu­
tory “accumulated earnings and profits” may 
be reduced likewise by only $2,000.00. The 
difference of $20,000.00 may represent the 
difference between an ordinary corporate 
deficit determined on the basis of recog­
nized sound accounting principles on the 
one hand, and from the standpoint of the 
tax on undistributed profits, an excess of 
“accumulated earnings and profits” over “ad­
justed net income” on the other hand, thus 
presenting a dilemma in which the corpora­
tion may not be able to distribute a divi­
dend legally and yet may not come within 
the technical meaning of section 14 of the 
proposed act entitling it to the “relief” in 
respect of “accumulated earnings and profits 
less than adjusted net income” at the close 
of the taxable year.
The foregoing example raises the more 
serious consideration of whether the limita­
tion of net capital losses to $2,000.00 should 
not be eliminated, and, certainly, suggests 
the necessity for a conclusive definition of 
“accumulated earnings and profits” in the 
proposed act.
Prior to the enactment of the revenue act 
of 1932, capital gains and losses were 
treated alike. Since 1932, increasing limita­
tions have been placed upon the deduction 
of capital losses, induced, no doubt, by the 
fact that falling security prices were enab­
ling many taxpayers to reduce greatly, and 
sometimes offset altogether, their other tax­
able income. These limitations have been 
placed upon all capital losses, without re­
gard to the obvious distinction between losses 
on securities which, as a matter of choice, 
may have been taken primarily to offset 
other taxable income and losses arising from 
the sale, out of business necessity, of other 
capital assets. The failure to differentiate 
between these two types of losses has been 
the cause of hardship in many eases. We  
recommend the removal of the provision 
limiting losses to $2,000.00. If, however, it 
is thought that the allowance of a deduction 
for all capital losses would be injudicious,
provision should be made for the deduction 
of losses arising from the sale, out of busi­
ness necessity, of capital assets other than 
securities.
(X III)  A s to intercorporate dividends, the com­
mittee believes that the existing abuse, if any, 
should be dealt with otherwise than by measures 
which apply equally to corporations relative to 
which no similar abuse exists.
Under section 13 of the proposed revenue 
act of 1936, the “adjusted net income” is re­
duced by the dividend credit provided in sec­
tion 27 to determine the amount of “undis­
tributed net income.” In connection with 
the corporation credit for dividends paid, 
section 27 ( j ) ( 4 )  states that if 80 per cent. 
or more of the gross income of the corpor­
ation is derived from dividends, the credit 
for dividends paid to a corporation owning 
50% or more of the stock of the paying cor­
poration shall be allowed only to the extent 
that they are attributable (proportionately) 
to the gross income not derived from divi­
dends. This provision constitutes a drastic 
intensification of the provision of section 
23(p)  of the revenue act of 1934, as amend­
ed, which, if enacted, will drive out of ex­
istence a form of intercorporate relationship 
used in many instances for the practical con­
venience of legitimate enterprises in the con­
duct of businesses involving nation-wide 
operations. Such intermediate holding com­
panies are often organized as a convenience 
to management in controlling the adminis­
tration of subsidiaries (separately formed to 
comply with the requirements of varying 
state laws or to minimize the risk in devel­
oping new territories, etc.), all of which are 
in fact branches or departments of one en­
terprise. The taxable income of such groups 
is best determined on the basis of consoli­
dated returns, as stated in paragraph X I of 
this memorandum. Under provisions per­
mitting consolidated returns such intercor­
porate dividends would not be taxable at all. 
This latter basis is in accord with recognized 
sound accounting principles.
(X IV ) Our committee recommends the retention 
of the present form of corporate income tax, at 
higher rates if necessary; coupled with a modifica­
tion of the proposed taxation of undistributed in­
come.
The committee questions the advisability 
of abandoning the existing form of corpo-
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rate income tax which has taken more than 
twenty years to develop to a reasonably fixed 
or determinable basis, and considers the 
adoption of the proposed form of taxation 
premature, hazardous and unduly complex. 
Summarizing briefly the reasons advanced 
in the foregoing paragraphs, it is believed:
(1) That the potential revenue to be de­
rived from the proposed legislation 
is conjectural;
(2 ) That the objective of simplification
has not been attained, and that the 
provisions of the bill are in fact 
extremely complex;
(3) That the proposed form of taxing un­
distributed income will create a new 
field of problems of accounting and 
corporate finance which will aggra­
vate the existing difficulties of de­
termining the tax liability;
(4 ) That the administration of the act by
the bureau of internal revenue will 
be far more difficult than at pres­
ent with attendant increased costs;
(5 ) That the proposed act will inflict un­
due hardship upon a large group of 
moderate-sized corporations having 
meager reserves, many of which are 
struggling to overcome the burden 
of accumulated deficits.
Assuming that, after the utmost degree of 
economy has been attained, there remains an 
urgent need for immediate additional rev­
enue, the committee recommends:
(1 ) That the existing form of corporate
income tax be retained, at increased 
rates if necessary;
(2) That the existing personal exemp­
tions be reduced in order to broad­
en the base of the normal tax, or 
that the same result be attained by 
an irrecoverable withholding at the 
source in respect of fixed or deter­
minable income of the character re­
quired to be included in informa­
tion returns under the existing law,
(3) That the normal tax be increased,
and/or the normal tax be applied 
to dividends, if necessary;
(4) That the principle of taxing undis­
tributed income be applied at a low 
rate on a fixed base, to avoid the 
complexities inherent in the house 
bill arising from the application of
variable rates to variable bases. 
This may be accomplished by sub­
jecting to this form of supertax the 
excess of “adjusted net income” 
over the sum of (a ) the corporate 
income tax on such income and
(b ) dividends paid during the tax­
able year.
(5) As an alternative proposal respecting 
taxation of undistributed income 
and as an incentive to increased 
dividends, the following method 
should be considered: In conjunc­
tion with a higher corporate in­
come-tax rate (applied directly to 
the fixed or determinable base of 
“adjusted net income” as hereto­
fore) a “draw-back"  at a fixed rate 
(applied directly to the amount of 
dividends paid during the taxable 
year) may be allowed as a credit 
against the corporate income tax. 
This basis also avoids the mathe­
matical complications of a variable 
rate on a variable base. It would 
seem logical that the larger the rate 
of “draw-back” the greater would 
be the incentive to increased distri­
bution of dividends (within the lim­
its of sound financial practice) re­
sulting in a greater yield from the 
surtax on individual incomes.
Respectfully submitted, 
A m erican  In s t i tu t e  o f  A c c o u n ta n ts ,  
Committee on Federal Taxation, 
V ic t o r  H. Stem pf,
Chairman.
DEVELOPMENT OF THE INSTITUTE
A subcommittee of Pittsburgh mem­
bers of the American Institute of Ac­
countants has been formed, with the 
approval of the president, by O. G. Rich­
ter, member of the special committee 
on development of the Institute. The 
members of the subcommittee are:
O. G. Richter, chairman 
Ernest Crowther 
Adrian F. Sanderbeck 
Irwin C. Snyder 
J. C. M. White
This brings the total of such subcom­
mittees in various cities to 28.
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AUDITS UNDER NEW REGULATIONS OF 
FEDERAL HOME LOAN BANK BOARD
Through amendment of regulations of 
the federal home loan bank board apply­
ing to insured savings and loan associa­
tions, the Institute has learned, emphasis 
has recently been shifted away from 
audits by independent certified public 
accountants toward audits by the exami­
nation division of the board. On the 
basis of this change, the president of the 
federal home loan bank in a southern 
district recently circularized insured 
savings and loan associations suggesting 
that independent audits be dispensed 
with in favor of audits by the examina­
tion division of the board “ in the inter­
ests of economy.”  When this informa­
tion was reported to the Institute, the 
president appointed a special committee 
consisting of Frank S. Glendening, of 
Philadelphia, chairman, Morris J. Hoe- 
nig, of Newark, and A. P. McCarroll, 
of New York, to confer with representa­
tives of the federal home loan bank 
board.
This committee met with members of 
the board at Washington on April 10th.
The regulations of the federal home 
loan bank board for federal savings and 
loan associations, as revised June, 1935, 
contained the following section:
“Section 18— For the protection of its 
members and the public each federal sav­
ings and loan association shall be audited 
at least annually by a qualified accountant 
not otherwise employed by the association. It 
shall be examined at least annually as pre­
scribed by the board. The cost of such ex­
aminations, as determined by the board, shall 
be paid by the association."
The board makes a distinction between 
the words “ audit”  and “ examination” . 
It considers it necessary that each in­
sured association be examined from time 
to time by the examining division of the 
board, but the examination intended 
is not as complete as that understood by 
the term “ audit” .
The Institute’s committee was in­
formed that, in response to requests by 
many of the association themselves, par­
ticularly small ones, the board had
agreed that the required audits might be 
made, at the request of an association, 
by the board’s examiners, thus avoiding 
duplication of effort which might arise 
through having the required “ examina­
tion”  and required “ audit”  made by 
different parties. Accordingly, the regu­
lation quoted above was amended as of 
January 25, 1936, to read as follows: 
“For the protection of its members and 
the public, each federal savings and loan 
association shall be examined and audited 
(with appraisals when deemed advisable) at 
least annually by the examination division 
of the board. The cost as determined by the 
board, of such examination, including office 
analyses thereof, audit, and any appraisals 
made in connection therewith, shall be paid 
by the institution examined. In any case 
where an association secures an audit of its 
affairs annually by a qualified accountant 
not otherwise employed by the association 
and in a manner satisfactory to the board, 
a copy of such audit, signed and certified 
by the auditor making it, shall be filed 
promptly with the board. In such case the 
audit provided for in connection with the 
examination shall be eliminated at the re­
quest of the association.”
The Institute’s committee was assured 
that it is not the policy of the board to 
build up a staff of examiners to conduct 
audits of insured associations, nor to dis­
courage the engagement of certified pub­
lic accountants to conduct such audits. 
Representatives of the board, however, 
pointed out that many of the smaller 
associations can not afford to pay the cost 
both of the board’s examination and of 
an audit by a certified public account­
ant. It was also stated that in many 
cases where independent audits are con­
ducted by certified public accountants, 
the reports submitted have been in such 
diverse forms, the certificates so broadly 
qualified and the audit procedures so 
various that the reports are not satisfac­
tory for the purposes of the board.
It was proposed that the Institute and 
the board endeavor to work out accept­
able audit programs, forms of financial 
statements and a form of auditor’s cer­
tificate or report acceptable to all con­
cerned, which the Institute might then 
bring to the attention of all certified
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public accountants through the advisory 
council of state society presidents.
On May 1st the members of the ad­
visory council of state society presidents 
were informed of the outcome of this 
conference. The Institute’s committee is 
at present engaged in a study of forms 
of financial statements and auditor’s re­
port which it might submit to the home 
loan bank board for its consideration.
SPRING MEETING OF COUNCIL
Time and space permitted inclusion 
in the April Bulletin of only an outline 
of the proceedings of the meeting of 
council of the American Institute of Ac­
countants on April 13th, and accord­
ingly the following additional report is 
published for the information of the 
membership:
A dvisory C o u n c il
A  communication from W. L. Clark, 
president of the Oklahoma Society of 
Certified Public Accountants and chair­
man of the advisory council of state so­
ciety presidents, was considered at 
length by the council of the Institute. 
The letter, which was in response to a 
request for suggestions, proposed three 
ways in which the Institute might ex­
tend the services which it renders to the 
profession. The first dealt with regional 
meetings. The chairman of the advisory 
council had recently written the individ­
ual presidents of the several state socie­
ties suggesting that occasional regional 
meetings, sponsored jointly by groups 
of state societies and by the American 
Institute of Accountants, might be of 
value in bringing information on broad 
professional problems before individual 
certified public accountants, in increas­
ing acquaintance among accountants in 
different states, and in facilitating mu­
tual understanding of the problems and 
objectives of the state and national or­
ganizations. Mr. Clark reported that the 
response to this idea had been generally 
favorable, and suggested that the Insti­
tute render all possible assistance to the 
state societies in carrying out the pro­
posal.
He also suggested that a periodic pub­
lication be produced by the Institute
through which information could be dis­
seminated concerning those phases of 
the practice of public accounting which 
can be learned only by long experience, 
in other words, data on professional 
problems which would be of direct prac­
tical benefit to the recipients. Considera­
tion is being given to the possibility of 
modifying or expanding the monthly 
Bulletin of the Institute by the inclusion 
of material of this type, or the possi­
bility of serving the same purpose 
through establishment of a research and 
statistical department as soon as the 
necessary funds are available.
Mr. Clark’s third suggestion was that 
the Institute serve as a sort of labora­
tory on state legislation, and assemble 
data to be used by state societies in op­
posing accountancy legislation of an un­
desirable character.
This communication as a whole was 
referred to the special committee on de­
velopment of the Institute for study. 
The council will doubtless receive a re­
port later as to the extent to which it 
seems practicable to carry out the sug­
gestions.
E d ucatio n
The committee on education reported 
that it is considering the possibility of 
recommending subjects to be included 
in college courses intended to train stu­
dents for the professional practice of 
accountancy. The committee is seeking 
the cooperation of state societies which 
have given consideration to this subject 
and other phases of accountancy educa­
tion.
P ublicatio ns
The council received a report from 
the committee on publications showing 
steady increase in the circulation of the 
Journal of Accountancy and the Bul­
letin, and encouraging sales of the two 
books published so far during the fiscal 
year, Legal Responsibilities and Rights 
of Public Accountants and Examination 
Questions, May, 1932, to November,
1935. It was announced that a volume 
of unofficial answers to the examination 
questions was on the press and that 
Lumber Accounts by Walter Mucklow, 
would be published in the early summer.
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S t a t e  L e g is l a t io n  
A study of ways and means by which 
the voluminous information in the Insti­
tute ’s files on various aspects of state 
accountancy legislation could be made 
readily available to members and to 
state societies has resulted in several 
suggested plans, from which the com­
mittee on state legislation expects soon 
to make a selection.
The committee reported to the coun­
cil the dispatch to state societies of let­
ters from business and financial organi­
zations and government departments de­
precating recent efforts to reduce stand­
ards for the C. P. A. certificate.
Correspondence with officers of state 
societies on proposed legislation has also 
been conducted by the committee.
A resolution, recommended by the 
committee, disapproving bills which 
would have prohibited public account­
ing firms from practising under firm 
names containing the names of persons 
no longer associated with the firm, was 
published in the April Bulletin.
A c c o u n t in g  P r o c e d u r e  
T h e  s p e c ia l  c o m m it te e  o n  a c c o u n t in g  
p r o c e d u r e  r e p o r te d  a s  i t s  m o s t  im p o r t ­
a n t  a c t iv i t y  t h e  r e v ie w  o f  a  g u id e  f o r  
r e p o r t in g  c o r p o r a t io n  n e w s , p r e p a r e d  
b y  t h e  A s s o c ia te d  P r e s s  f o r  u s e  b y  i t s  
n e w s  e d ito r s , b u r e a u  c h ie f s  a n d  c o rr e ­
sp o n d e n ts .  T h e  c o m m it t e e ’s  a s s is ta n c e  
h a d  b e e n  a c k n o w le d g e d  w it h  th a n k s  b y  
t h e  A s s o c ia t e d  P r e s s .
C o m m e r c ia l  A r b it r a t io n  
Discussions with the American Arbi­
tration Association on the feasibility of 
a meeting in New York to focus atten­
tion on the activities of accountants in 
commercial arbitration, and of investi­
gation of the practicability of arbitra­
tion in tax disputes, was reported by the 
special committee on commercial arbitra­
tion.
D e v e l o p m e n t  of  t h e  I n s t it u t e  
Organization of subcommittees on de­
velopment of the Institute in 27 cities 
and a systematic investigation to de­
termine the number of certified public 
accountants in various sections of the 
country who are eligible for admission 
to the Institute, was reported by the
chairman of the special committee on 
development of the Institute. He also 
announced that applications for mem­
bership from September 1 ,  1935, to April
1, 1936, were double the number re­
ceived during the same period in the 
preceding year.
G o v e r n m e n t a l  A c c o u n t in g
The chief activity of the special com­
mittee on governmental accounting for 
the first half of the current year, it was 
reported by the chairman, consisted of 
cooperation with the national committee 
on municipal accounting in drafting 
bulletins on suggested forms for munici­
pal financial statements, accounting for 
publicly owned utilities, and municipal 
accounting.
The chairman of the special committee 
stated that he was planning to deliver a 
series of radio addresses on the place of 
accountancy in government.
I n v e n t o r ie s
Progress in conversations between 
representatives of the Institute and the 
American Petroleum Institute on the 
question of inventory methods in the oil 
industry was reported by the special 
committee on inventories.
N a t u r a l  B u s i n e s s  Y e a r
The formation of the Natural Busi­
ness Year Council and a number of state 
councils modeled on similar lines; the 
circularization of trade associations, 
chambers of commerce and other bodies 
with material explaining the advantages 
of the natural business year, and the 
compilation of a list of recommended 
closing dates for various types of busi­
nesses were among the activities reported 
by the special committee on natural busi­
ness year. Extended discussion of this 
subject by the council resulted in sug­
gestions that an organized effort be made 
to obtain the cooperation of local bar as­
sociations throughout the country in se­
lecting natural business years for new 
corporations, and that one partner in 
each accounting firm undertake a study 
of the fiscal years of the clients of that 
firm and endeavor to persuade those 
which would be well served to change to 
more suitable closing dates.
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P u b lic  U t i l i t y  Accounting  
The special committee on public 
utility accounting reported that it had 
advised the federal power commission 
on a proposed uniform classification of 
accounts for public utilities and li­
censees subject to the provisions of the 
federal power act, and had conferred 
with the securities and exchange com­
mission on a proposed uniform system 
of accounts for public-utility holding 
companies and mutual-service compa­
nies. The committee also reported a sug­
gestion of the executive committee that 
the special committee’s recommenda­
tions in these matters be published for 
the information of the membership as 
soon as it could be done with propriety, 
that is, after the governmental bodies 
concerned had reached their own con­
clusions.
Securities and E xch an ge  Commission 
It was reported that a special com­
mittee of the Institute had worked ex­
tensively with the securities and ex­
change commission in consideration of 
proposed forms of reports to the com­
mission under the securities act of 1933 
and the securities and exchange act of 
1934.
“ E x a m in a t io n  of F in a n c ia l  
St a t e m e n t s”
A  resolution of the New York state 
society commending the bulletin Exam­
ination of Financial Statements by In ­
dependent Public Accountants was re­
ported by the special committee to revise 
federal reserve bulletin, and the council 
suggested that copies of the resolution 
be transmitted to all state societies.
Term inology  
It was reported that a committee of 
university instructors had submitted a 
number of suggestions on the draft re­
vision of the report on accounting ter­
minology prepared by the Institute’s 
special committee on terminology. It is 
expected that the Institute’s committee 
will meet during the spring to determine 
what changes should be made in the 
light of this criticism, following which it 
is hoped the report can be mimeo­
graphed for limited distribution, and 
later can be published.
PASSAGE OF FIRST C. P. A. LAW 
CELEBRATED AT NEW YORK
The fortieth anniversary of passage of 
the New York state C. P. A. law, the first 
to be enacted in this country, was cele­
brated at a banquet held on April 20, 
1936, at the Waldorf-Astoria hotel, New 
York, under the auspices of the New 
York State Society of Certified Public 
Accountants.
The speakers were Norman E. Web­
ster, chairman of the board of certified 
public accountant examiners of New 
York state, Colonel Arthur H. Carter, 
former president of the New York state 
society, and William L. Ransome, presi­
dent of the American Bar Association. 
James F. Hughes, president of the New 
York state society, presided. Among the 
guests were representatives of the Amer­
ican Institute of Accountants, the 
American Society of Certified Public 
Accountants, the Dominion Association 
of Chartered Accountants, state boards 
of accountancy, state societies of certified 
public accountants and other profes­
sional organizations. Members of the 
New York state legislature and the judi­
ciary also attended.
Mr. Webster proposed a toast to the 
first certified public accountant law of 
the world. In responding, Colonel Car­
ter took occasion to speak of the threat 
of bureaucratic control of the profession 
and to urge, as a preventive, that the 
profession discharge its full duty to the 
public. The government will try, he as­
serted, to take over any function involv­
ing protection of the public interest 
which is not assumed by business itself.
“In my opinion,” Colonel Carter said, “the 
profession in this state and in the United 
States owes to itself and to the public the 
courage to express its views on matters 
which may have a bearing upon the conduct 
of banking, commerce and industry, just as 
our legal contemporaries so well express 
themselves on legislation and the adminis­
tration of many proposed laws. I f  we, as 
a profession, are to assume this type of 
leadership in state and national affairs on 
matters of public interest, we must have the 
type of leadership required for such action
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and unified state and national organiza­
tions.”
Judge Ransom, congratulating the 
accountants upon the anniversary of 
their law, stated that in the course of 
forty years the accountancy profession 
had come into being, risen to great 
prominence and usefulness and become 
virtually indispensable to modem busi­
ness and present-day government. He 
spoke of the common interests of the 
professions, particularly those of ac­
countancy and the law, saying, in part, 
the following:
“Forty years is a mile-stone in the history 
of the public practice of accountancy in the 
United States. You do well to observe it, 
but this anniversary should also be noted by 
others. The history and the advance of any 
profession in the United States should be a 
matter of approving interest to the members 
of the other professions and to the public. 
After all, the characteristic of a profession, 
as distinguished from a business or a mere 
means of livelihood, is that the members of 
a profession acknowledged a public obliga­
tion and are responsible to standards of 
honorable and competent public service that 
go beyond the pay received for such work.
“The future of the professions in America 
seems to be fraught with uncertainties and 
dangers. The professions have much in 
common, in these respects. There is much 
in the mood of the times which challenges 
the independence and the courage of the pro­
fessions. There are those who urge that, in 
the interests of a broader democracy of op­
portunity, the high standards of education 
and ethical background should be broken 
down, in order to permit a promiscuous en­
trance into the professions.
“There are those in our midst who urge 
that the professions be ‘socialized’, be made 
subservient to government, be placed under 
political control, and be deprived of the 
status of doing independent work according 
to individual standards and responsibility 
and protected by a personal and confidential 
relationship to clients. Already there is a 
tendency to curb and impair the independ­
ence and the functioning of the professions, 
by law and by administrative rules and regu­
lations. Beyond a doubt there are those in 
this country who look upon the professions 
and their independence as obstacles to ambi­
tious schemes for re-making the whole struc­
ture of society.
“An anniversary gathering such as this is 
truly an occasion of public importance. I  
am here to attest a realization, on the part 
of lawyers, that you and we have some com­
mon problems and common tasks. Both pro­
fessions likewise have high public responsi­
bilities and duties, by way of zealous defense 
of the independence of the organized pro­
fessions and the resolute enforcement of the 
most honorable standards of professional 
work.”
The following message was received 
from Herbert H. Lehman, governor of 
New York:
“As a former business man of many years 
experience, I, of course, know from first-hand 
knowledge the value of sound accounting 
work. Business confidence and credit depend 
very largely upon the accuracy of audits and 
accounting. Investors and creditors must 
base their judgments very largely upon fi­
nancial statements. In the circumstances, 
there can be no question that the business 
and investing world gains directly in rela­
tion to the completeness, the accuracy and 
the clarity of the work carried on by your 
association.
“It is my hope that the accountants of 
this country will ever continue to set for 
themselves high standards. They have a 
great responsibility to the public and an 
opportunity of very real service.”
All members of the council of the 
American Institute of Accountants were 
invited to attend the dinner, and several 
members remained at New York after 
their meeting on April 13th in order 
that they might be present. Altogether, 
fourteen representatives of the Institute 
were listed on the program as guests of 
the society.
State accountancy board members who 
attended the banquet, members of the 
Institute’s board of examiners and for­
mer members of the New York state 
board were invited by the New York 
board to be present at the first session 
of New York’s eighty-first certified pub­
lic accountant examination, held on 
April 21st, followed by a luncheon at the 
New York Athletic Club. Percival F. 
Brundage and George K. Hyslop, of the 
Institute’s board, attended.
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ANNUAL MEETING OF RHODE ISLAND 
SOCIETY OF C. P. A's.
The largest attendance in recent years 
marked the annual meeting of the Rhode 
Island Society of Certified Public Ac­
countants at the Narragansett hotel, 
Providence, April 21st. Townes M. Har­
ris, retiring president of the society, 
opened the meeting, and after several 
matters of business had been disposed 
of the following officers were elected for 
the current year: Francis E. Welch, 
president; Albert E. Godfrey, vice- 
president; William B. M. Miller, secre- 
tary-treasurer; and Carl W. Christian­
sen and Townes M. Harris, directors.
Mr. Welch, after acknowledging the 
election, introduced John L. Carey, sec­
retary of the American Institute of Ac­
countants, who spoke on current prob­
lems of the profession. He indicated the 
tremendous amount of work still remain­
ing to be done in establishing proper 
standards of accountancy education, sci­
entific selection of applicants for staff 
positions and regular methods of train­
ing staff men to equip them for more 
responsible positions. He also referred 
to the burden imposed on the profession 
through the prevailing custom of calen- 
dar-year closings, and described the ef­
forts of the natural business year council 
to encourage wide adoption of natural 
fiscal years by corporations. The secre­
tary of the Institute also stressed the 
necessity for high professional and ethi­
cal standards, quoting from proceedings 
of the securities and exchange commis­
sion to illustrate practices which were 
being frowned upon by the financial 
public and, if persisted in, would bring 
the profession into disrepute. The need 
for technical and statistical information 
not now available to the profession was 
also stressed.
In view of the comparatively small 
number of certified public accountants 
throughout the country, it was pointed 
out that an effective attack on these and 
other problems could be launched only 
through well organized state and na­
tional associations, cooperating closely 
with one another and receiving the sup­
port of the majority of the practising 
certified public accountants.
On April 22nd, George B. Clegg was 
host at a luncheon attended by members 
of the Institute in Providence and the 
secretary of the Institute, at the War­
wick country club, following which a 
number of those present played a round 
of golf.
Prior to the society’s annual meeting 
the secretary of the Institute met with 
the members of the Rhode Island state 
board of accountancy and discussed 
problems related to C. P. A. examina­
tions.
DISCUSSION OF PROPER BASIS FOR 
QUARTERLY REPORTS
The stock list committee of the New 
York stock exchange on March 23rd rec­
ommended to listed companies that fu­
ture reports of earnings issued quarterly 
be prepared on the basis of the preced­
ing twelve rather than the preceding 
three months. On April 21st, the ex­
change issued a statement amending this 
recommendation to request that reports 
of each quarter’s earnings be continued 
and, if practicable, they be accompanied 
by earnings reports for the preceding 
twelve months.
A  suggestion that both forms of re­
ports be published simultaneously at the 
end of each quarter had been made by 
the American Institute of Accountants’ 
special committee on cooperation with 
stock exchanges in a statement issued 
April 1st. The original recommendation 
of the stock list committee and the state­
ment issued by the chairman of the In­
stitute’s committee, were quoted in the 
Bulletin of the Institute for April 16,
1936. Following is the second statement 
of the New York stock exchange which 
was issued on April 21st:
“The committee on stock list, as of March 
23, 1936, sent a letter to all listed industrial 
and utility companies that report earnings 
more frequently than once a year requesting 
that twelve-months’ statements, issued quar­
terly, be substituted for straight quarterly 
reports to which the public had become ac­
customed. Objections raised by a large 
number of investors as well as by some cor­
porations has prompted the committee to 
reconsider the entire question and to amend 
its previous recommendation. There is an
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evident desire on the part of investors to 
have quarterly earnings statements issued in 
the same form as in the past. The commit­
tee is now requesting that corporations 
continue to publish quarterly earnings state­
ments in the same manner as heretofore. I f 
they are also prepared to publish twelve­
months’ reports at quarterly intervals, the 
committee would consider such additional 
reports to be of great value to the investing 
public.
“The exchange has long urged the publi­
cation of frequent earnings statements. It 
has not been unmindful of the various ob­
jections that have been raised against this 
policy; it has recognized that quarterly in­
come statements are often based upon esti­
mates and allocations; that the relative 
importance of these elements is greater as 
the period covered by the statement is re­
duced, and that there is danger that in­
vestors may assign a disproportionate value 
to securities on the basis of indicated earn­
ings for a short period. The exchange has 
recognized also that the earnings for particu­
lar short periods may be affected by excep­
tional transactions and special conditions. 
Nevertheless, the exchange has felt that, on 
the whole, the publication of frequent state­
ments was in the best interests of investors.
“For many years the most common form 
of statement by commercial and industrial 
corporations was that covering quarterly 
periods, and the exchange has exerted its 
influence ceaselessly to encourage publication 
of such statements. However, notice has been 
taken of the more recent practice on the 
part of some corporations to issue quarterly 
statements covering operations for a full 
year. The advantage of this method, as in­
dicating a truer trend of earnings, is ap­
parent. It is desirable, of course, that 
investors take into consideration the course 
of earnings for at least a year, rather than 
to attach exaggerted importance to those for 
briefer periods. It was with this thought in 
mind that the committee recently asked 
listed companies to submit twelve-months’ 
statements quarterly. The committee is now 
inviting the attention of listed companies to 
the desirability of issuing both forms of re­
port, viz.: straight quarterly statements 
along with statements made quarterly on a 
twelve-months’ basis.”
SUMMARY OF TAX LAWS PUBLISHED 
BY DOMINION ASSOCIATION
A  summary of the provisions of the 
tax laws of all Canadian provinces ex­
cept one has just been published by the 
Dominion Association of Chartered Ac­
countants. Similar information will soon 
be provided for Ontario, it has been an­
nounced.
The lack of published analyses of tax 
laws and regulations in Canada, such as 
are available in the United States, cre­
ated the need for such a summary. Ac­
cording to the secretary of the Dominion 
Association, the information contained 
in this summary is not available from 
any other source except the statutes 
themselves.
The association plans to supplement 
this information on provincial taxation 
by preparing each year a summary of 
the most recent amendments to the tax 
laws.
USE OF OPERATING STATISTICS WITH 
FINANCIAL STATEMENTS
A  public accountant in the south, it is 
reported, has made use of retail operat­
ing statistics published by Dun & Brad­
street, Inc., as a standard for comparison 
with the earnings statement of his 
client. The statistics consist of averages 
of operating items of a number of con­
cerns in the same field. The accountant 
set forth the statistical averages on the 
right side of his client’s operating state­
ment with comparable items on the same 
line.
In reporting this incident, Dun & 
Bradstreet pointed out measures neces­
sary to safeguard the statistical accuracy 
of such comparisons, saying that the 
averages used should be derived by sound 
statistical methods from homogeneous 
samples sufficiently large to be represen­
tative. Factors which may distort results 
are differences in geographical location, 
differences in degree of mechanization of 
enterprises, differences in the proportion 
of instalment sales to total sales, and 
others. Figures should be properly 
weighted, either by elimination of ex­
tremes before taking an average or by 
use of median values.
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Proper description of the averages 
presented is stressed. They should be 
defined as to the year of operations rep­
resented, the number of firms in the 
sample, whether they represent average 
or sucessful concerns and whether they 
are drawn from concerns in a particular 
territory or from the United States as a 
whole.
As reported in earlier Bulletins, the 
research and statistical division of Dun 
& Bradstreet has compiled operating 
averages of various classes of retail con­
cerns for the years 1934 and 1935, which 
are available to members of the Institute 
upon request.
PLAN FOR LOCAL SETTLEMENT 
OF TAX DISPUTES
In what it terms an effort to afford 
taxpayers a more convenient and less 
costly method of disposing of their tax 
questions and to expedite its own work 
of audit and investigation, the bureau 
of internal revenue has authorized the 
internal revenue agent in charge of the 
Cleveland division of the income-tax 
unit to issue final notices of deficiency 
and to assume other responsibilities for­
merly reserved to the income-tax unit at 
Washington. It is expected that, should 
experience warrant it, the same proced­
ure will be followed in other divisions.
Following is the text of the announce­
ment issued by the bureau of internal 
revenue on March 31st:
“As a further step in his plan to improve 
administration of the income-tax laws and 
to enable taxpayers to settle their cases at 
home, Commissioner Guy T. Helvering, bu­
reau of internal revenue, has authorized the 
internal-revenue agent in charge of the 
Cleveland division of the income-tax unit, 
beginning April 1 ,  1936, to issue final notices 
of deficiency in income-tax cases (ninety-day 
letters). These letters represent the final 
notice under the statute to income taxpayers 
of the proposed assessment of additional 
taxes and advise them that upon petition, 
the case will become subject to the jurisdic­
tion of the United States board of tax ap­
peals.
“The commissioner has also authorized in­
ternal-revenue agent in charge, John R. Kirk,
at Cleveland, to assume the responsibilities 
and authority of the income-tax unit in 
Washington in the conduct of proposed in­
creases in tax liability and in the considera­
tion of the entire record in the endeavor to 
reach agreements with taxpayers or their 
counsel. The effort is to afford the taxpay­
ers a more convenient and less costly method 
of disposing of their income-tax questions 
and to enable the bureau of internal revenue 
to expedite the work of audit and investiga­
tion.”
STATE LEGISLATION
A bill to enact a two-class restrictive 
accountancy law in New York was in­
troduced in the state legislature on April 
20th and referred to the education com­
mittee. The bill was reported favorably 
by the senate committee and on April 
29th was placed on the calendar for a 
third reading. It is opposed by the New 
York State Society of Certified Public 
Accountants.
The measure is known as senate bill 
1990. It provides that after December 
31, 1936, it shall be unlawful to engage 
in the practice of public accountancy 
without authorization by the state edu­
cation department. A certificate as a 
certified public accountant would be ac­
cepted as such authorization.
Authorization to practise as “ public 
accountants’' would, under the terms of 
the bill, be issued to all persons, apply­
ing before October 1, 1936, resident in 
the state and of legal age and good moral 
character, who present satisfactory evi­
dence that they were, at the time of en­
actment of the bill or prior thereto, en­
gaged in public accounting practice or 
had experience as follows:
(1) As an employee in responsible 
charge of public accounting engage- 
ments.
(2) As an auditor or examiner of ac­
counts in the federal, state or municipal 
service.
(3) As a teacher of accountancy in a 
college or school officially recognized as 
maintaining a satisfactory standard.
(4) As an accounting executive or 
comptroller of an extensive business or 
enterprise.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from 
articles mentioning the American Insti­
tute of Accountants, which have ap­
peared in the public press during recent 
weeks:
Plans for the annual convention of the 
American Institute of Accountants, to be 
held here in October, were launched in per­
fecting of local committee organization at a 
luncheon of the committee on meetings at 
the Baker hotel Friday.
The Texas H erald, Dallas.
The council of the American Institute of 
Accountants will hold its regular spring 
meeting at 10 A. M. today at the offices of 
the Institute, 135 Cedar Street. Robert H. 
Montgomery, president of the Institute, will 
preside.
The Times, New York.
Certified public accountants of Rhode Is­
land were urged last night by John L. Carey, 
secretary of the American Institute of Ac­
countants, to cooperate in the nation-wide 
effort now being made to induce industries 
to adopt fiscal years which conform to the 
natural cycle of their operations.
Mr. Carey addressed members of the 
Rhode Island Society of Certified Public Ac­
countants at their annual meeting at the 
Narragansett hotel.
The Journal, Providence.
As to the working of this new taxation 
proposal, the more it is studied the more 
complications unfold. Some of these are 
commented upon in the current B ulletin  of 
the American Institute of Accountants. The 
Institute’s committee on federal taxation has 
been studying the report of the subcommit­
tee of the house ways and means committee 
on the subject and has obtained from repre­
sentative members of the profession expres­
sions of opinion thereon.
The Tim es-Star, Cincinnati.
At least ten local accountants are expected 
to take part Saturday, May 9th, in a meet­
ing in Indianapolis of the Indiana Associa­
tion of Certified Public Accountants. Colonel 
Robert H. Montgomery, New York, presi­
dent of the American Institute of Account­
ants, will be a principal speaker.
The Tribune, South Bend.
The committee on federal taxation of the 
American Institute of Accountants has ob­
tained from members of the profession ex­
pressions of opinion on features of the pro­
posed federal tax on undistributed earnings 
of corporations which, coming as they do 
from men interested only in an orderly eco­
nomic structure, should be given the careful 
and serious consideration of congress.
These opinions of the nation’s accountants 
and their summary very clearly show that 
industry would be halted, further intimidated 
and placed in a position where it would not 
expand if this tax goes through as it is pro­
posed.
The Commercial W est, Minneapolis.
When the president first suggested the 
revolution in corporate income taxes on 
March 3, the principal reason he gave for 
that tax was the need to raise $620,000,000 
“permanent” additional revenue by it. When 
the house ways and means committee had 
framed a tentative measure, spokesmen for 
the treasury estimated that it would yield 
this additional amount. The testimony be­
fore the senate committee on Wednesday of 
George O. May, senior partner of the ac­
counting firm of Price, Waterhouse & Co., 
and on Thursday of Victor H. Stempf, 
speaking for the American Institute of Ac­
countants, seriously questions the accuracy 
of the treasury estimates. On the points 
that they raise it is the private accountants 
that appear to be clearly correct.
The Times, New York.
The Massachusetts Society of Certified 
Public Accountants, at its dinner meeting 
held last evening at the University Club, 
presented the awards of medals given annu­
ally to the individuals who pass the yearly 
examinations for certified public accountants 
with the highest grade.
The guest speaker was Maurice E. Pelou- 
bet, chairman of the board of examiners of 
the American Institute of Accountants.
The Globe, Boston.
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MEETINGS AND ELECTIONS
Alabama Society of Certified Public Ac­
countants
Date: May 1, 1936, annual meeting.
Place: Birmingham.
Speakers: William D. Morrison, of Denver, 
president of the American Society of 
Certified Public Accountants, “Develop­
ment of the accountancy profession.”
C. E. Cole, of Birmingham, “Account­
ing under social security legislation in 
Alabama.”
Elections: President—James O. Screven, of 
Birmingham.
Secretary-treasurer—J. J. Scarbrough, 
of Birmingham.
Members of council—Gilbert F. Dukes, 
chairman, of Mobile.
Edmund A. Chapman, of Birmingham. 
Charles H. Moses, of Birmingham. 
William J. Christian, of Birmingham.
L. J. Richard, of Mobile.
District of Columbia Institute of Certified 
Public Accountants, District of Columbia 
Bankers Association
Date: April 21, 1936.
Place: Washington.
Speaker: Alexander Wall, secretary of the 
Robert Morris Associates, “Accountant, 
client and banker.”
Florida Institute of Accountants, Jackson­
ville Chapter
Date: April 30, 1936.
Place: Jacksonville.
Speaker: Ben E. James, “The natural busi­
ness year.”
Elections: President—John E. Icenhour. 
Vice-president—John A. Hall.
Secretary—E. T. LeBaron.
Treasurer—J. W. Burke.
Massachusetts Society of Certified Public 
Accountants
Date: April 27, 1936.
Place: Boston.
Speaker: Maurice E. Peloubet, chairman of 
the board of examiners of the American 
Institute of Accountants, “Education for 
the profession of public accounting.”
Awards: Jay S. Hoffman, gold medal, for 
obtaining certificate as certified public 
accountant at the 1935 examinations in 
Massachusetts with the highest rating 
of any examinee awarded a certificate. 
Janice E. Tarlin, silver medal, for ob­
taining the highest rating at the 1935 
examinations without obtaining a cer­
tificate.
S. Forest Kelliher, honorable mention, 
for obtaining the second highest rating 
in the 1935 examinations.
Nebraska Society of Certified Public Ac­
countants
Date: April 24, 1936.
Place: Lincoln.
Subject: “Problems in tax accounting.” 
Speakers: O. R. Martin, of Lincoln.
I. Abramson, of Omaha.
Raymond H. Walker, of Lincoln.
Pennsylvania Institute of Certified Public 
Accountants, Philadelphia Chapter
Date: April 23, 1936.
Place: Philadelphia.
Speaker: Norman J. Lenhart, of New York, 
“Examination of Financial. Statements 
by Independent Public Accountants.”
Texas Society of Certified Public Account­
ants, Houston Chapter
Date: April 1, 1936.
Place: Houston.
Speaker: R. F. Ford, banker, “Financial 
statements from the viewpoint of the 
lender.”
Elections: Chairman—Walter C. Burer. 
Secretary—Harry D. Hopson.
Utah Association of Certified Public Ac­
countants
Date: April 16, 1936.
Place: Salt Lake City.
Speakers: D. G. Keyser, “The wonders of 
America,” illustrated with motion pic­
tures.
J. A. Barclay, president of the Salt 
Lake stock exchange, “Stock exchanges 
and the securities and exchange commis­
sion.”
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ANNOUNCEMENTS
William H. Ball, of Detroit, announces 
that after July 1, 1936, his offices will be at 
717 Griswold building, Detroit.
■ Brack & Co. announce the removal of 
their offices to 551 Fifth avenue, New York.
J. H. Gilby, of Chicago, formerly senior 
partner of the firm of Gilby, Penny, Hall & 
Co., which has been dissolved, announces the 
formation of the firm of J. H. Gilby & Co., 
with offices at 105 West Adams street, Chi­
cago.
Roy Hall, J. Leonard Penny and Burne A. 
Jackson announce the formation of a part­
nership under the firm name of Hall, Penny
& Jackson, with offices in the Bankers build­
ing, 105 West Adams street, Chicago.
Albert J. Wiley, John F. Block and John 
J. White, partners of James F. Welch & 
Co., Paterson, N. J., announce that the prac­
tice established by Mr. Welch, whose death 
was announced in the April Bulletin, will be 
continued under the same firm name.
Wolf & Co. announce the opening of an 
office in the Miners National Bank building, 
Wilkes-Barre.
John W. Ballard, of Washington, D. C., 
spoke at a meeting of the Southwestern 
Building and Loan Conference, held April 
17th, on “Uniform financial statements for 
building and loan associations.”
Eric A. Camman, of New York, addressed 
a  meeting of the Canadian Society of Cost 
Accountants at Montreal, March 27th, on 
“Basic standard costs.”
Roscoe C. Clark, of Memphis, has been 
appointed to the national enterprises com­
mittee of the Memphis chamber of commerce.
J. R. Cowan, of Tulsa, has been appointed 
to the committee on special conventions, re­
tail trade extension division, of the Tulsa 
chamber of commerce.
Henry B. Fernald, of New York, pre­
sented a paper entitled “The present federal 
tax problem” at the convention of the Na­
tional Metal Trades Association, held at New 
York on April 23rd.
Louis S. Goldberg, of Sioux City, is the 
author of an article entitled “Employee of 
employee-contractor under Iowa workmen’s 
compensation act,” which appeared in the 
March issue of the Iowa Law R eview.
The April issue of Pennsylvania Bulletin, 
published by the Pennsylvania League of 
Building and Loan Associations, contains an 
article by Frank W. Harris, of Philadelphia, 
entitled “As I see the B. & L. in the future.”
Eustace Le Master, of Spokane, has been 
elected vice-president of the Spokane, cham­
ber of commerce, rather than president, as 
announced in the April Bulletin. J. I. Kin­
man, also a certified public accountant, if 
president of the chamber.
Andrew Stewart, of New York, has been 
appointed chairman of a committee to solicit 
contributions among accounting firms to the 
Citizens Family Welfare Committee.
Clarence L. Turner, of Philadelphia, is 
the author of an article entitled “Highlights 
of Pennsylvania’s corporate income tax,” 
which appeared in the April issue of the 
Tax Magazine. Mr. Turner recently ad­
dressed members of the Honorary Account­
ing Society of Temple university on “The 
future of the accounting profession.”
William R. Winn, of Williamsport, Pa., 
addressed members of the Williamsport Ro­
tary club on “The natural business year” at 
a meeting held April 13th.
E. S. Wooley, of New York, is the author 
of articles on problems of bank accounting 
which appeared in the February, March and 
April issues of the magazine Banking.
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RESULTS OF EXAMINATIONS
The papers of 482 candidates who sat 
for the Institute’s examinations on May 
14th and 15th in states which have 
adopted the Institute’s plan of coopera­
tion have been graded by the Institute’s 
examiners.
The results, as reported to the state 
boards on June 13th, showed that 59% 
were passed in auditing, 45% were 
passed in commercial law, and 9% were 
passed in accounting theory and prac­
tice.
At the November 1935 examinations, 
79% were passed in auditing, 63% were 
passed in commercial law, and 36% were 
passed in accounting theory and prac­
tice.
Altogether 29 state and territorial 
boards used the Institute’s examinations.
LECTURE AND STUDY GROUP
Two meetings of the New York lecture 
and study group of the American Insti­
tute of Accountants have been held since 
the last Bulletin report on this activity. 
At a meeting on May 12th, Paul Grady 
spoke on “ Internal control.”  On June 
2nd, Charles J. Maxcy discussed “ Ma­
chine accounting."  Both meetings were 
held at the Hotel Victoria, New York.
Mr. Grady gave a general discussion 
of the topic, outlining the principles of 
internal control and illustrating his 
points by describing the investigation 
made by his own firm of the adequacy 
of the system of internal control main­
tained by clients. Alexander H. Beard 
led discussion of the lecture, and Mr. 
Grady responded to many questions 
from the floor.
Mr. Maxcy’s discussion of machine 
accounting was accompanied by motion 
pictures showing different kinds of ac­
counting machines, their installation and 
operation. Mr. Maxcy is chief account­
ant and director of the division of 
accounts of the federal emergency ad­
ministration of public works and re­
ferred to the use to which accounting 
machines have been put by the federal 
government.
Both meetings were preceded by 
dinner.
COMMITTEE ON NOMINATIONS
An elaboration of the method of nom­
inating members of the Institute for 
election to the council has been put into 
effect by the dispatch of a circular let­
ter, by the committee on nominations, to 
all members of the Institute in states 
from which, in the opinion of the com­
mittee, members of council should be 
elected at the annual meeting at Dallas, 
beginning October 19, 1936. The letter 
is accompanied by a request that each 
member who receives it propose a mem­
ber or members from his own state for 
nomination for membership of council.
This communication has been ad­
dressed to members in California, Mas­
sachusetts, Missouri, Ohio, Oklahoma, 
Pennsylvania and Wisconsin, the states 
which in the opinion of the committee 
appear to be entitled to representation 
on the council at this time.
A  chart showing the proportionate 
representation of each state on the coun­
cil, in relation to the proportion of the 
total membership resident in that state 
since the formation of the Institute, has 
been submitted with the letter. The 
present membership of the council is also 
stated for the convenience of members 
who have been asked for recommenda­
tions.
This procedure has been followed by 
the committee on nominations in accord­
ance with the amendment to article XI, 
section 1(a), of the by-laws, adopted at 
the session of the 1935 annual meeting 
adjourned to January 6, 1936, and later 
ratified by a majority of all the members 
by mail ballot and declared effective 
February 10, 1936.
The amendment consisted of the ad­
dition of the following words to article 
XI, section 1 (a ) :
“ Before making its nomination the commit­
tee on nominations shall send, at least four 
months prior to the date of the annual meet­
ing, to all the members of the Institute in those 
states from which, in the opinion of the com­
mittee, members should be elected to the council 
in that year, a questionnaire requesting the 
submission within thirty days of names of 
members resident in the state concerned for 
election to the council. Nominees for the coun­
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cil shall be selected by the committee on nom­
inations from among the names submitted in 
response to this request by members of the 
Institute in the states entitled to representa­
tion."
For the information of the member­
ship as a whole, the committee’s circular 
letter of May 29, 1936, with the accom­
panying data and the form of question­
naire to be returned to the committee, 
are reproduced in this Bulletin, as 
follows:
To Members o f  th e  Am erican In st itu te  
o f A ccountants:
Ge n t le m e n  :
Under an amendment to article X I, section 
1 (a ) of the by-laws of the American Institute 
of Accountants, effective February 10, 1936, 
the committee on nominations is required to 
send to members of the Institute, in states 
from which, in the opinion of the committee, 
members of council should be elected, a ques­
tionnaire requesting the names of members 
resident in the state concerned who are re­
garded as desirable candidates for election to 
the council.
This letter and the attached questionnaire 
are submitted in accordance with that provision, 
and it is requested that you respond within 
thirty days.
After a careful study of the existing per­
sonnel of council, your committee on nomina­
tions has concluded that the following states 
appear to be entitled to representation on the 
council:
California (two places)
Massachusetts
Missouri
Ohio
Oklahoma
Pennsylvania
Wisconsin
So far as your committee knows at present, 
there will be the following vacancies in the 
council to be filled at the annual meeting next 
October:
7 members of council for a term of 5 years 
1 member of council for a term of 2 years 
(to fill a vacancy).
The provisions of the by-laws, together with 
certain precedents which have been enforced 
through the years, determine to some extent 
who may be elected to the council.
(a ) O f the 35 elected members of council
there shall be not more than six from 
any one state.
(b ) A  member proposed for election to coun­
cil must be in public accounting prac­
tice at the time of nomination.
(c ) It has always been regarded as desirable
that there should be not more than 
two members of council from any one 
firm.
(d ) It has also been regarded as desirable
that no member of council who has 
served a full term should be re-elected 
to succeed himself for another full 
term.
For your convenience we enclose herewith a 
list of the present membership of council, and 
a chart showing the extent to which the several 
states have been represented since formation of 
the Institute.
We trust that you will give careful considera­
tion to this matter and will return your sug­
gestions as soon as convenient. I f  the attached 
questionnaire does not permit full expression 
of your views, the committee would be glad to 
receive a letter.
Yours truly,
COMMITTEE ON N O M INATIO NS  
P h ilip  N. M il le r  
W a lt e r  M u ck low  
A l l a n  Davies 
Fred  J. Duncombe 
H. W . Hennegin  
H . S. Puder  
Rodney D. W h ite
May 29, 1936.
To Committee on Nom inations  
Am erican In st itu te  o f A ccountants  
135 Cedar Street, N e w  York , N . Y. 
Gentlemen:
I  propose the following member (or mem­
bers) of the Institute for nomination for 
membership of council:
My reasons for this suggestion are as fol­
lows:
Yours truly,
Signed.............................
Date............. - .........  State.....
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O ffic er s  a n d  M em b er s  of C o u n c il  a s  of  M a y  25, 1936
President
Vice-presidents
Treasurer
Name State
Robert H. Montgomery New York
William B. Franke New York
Norman L. McLaren* California
Arthur W. Teele New York
Firm Affiliation 
Lybrand, Ross Bros. & Montgomery 
Franke, Graef & Hannon 
McLaren, Goode & Co.
Patterson, Teele & Dennis
Terms Expire October, 1940
Arthur H. Carter 
P. W. R. Glover 
J. E. Hutchinson, Jr. 
Wayne Kendrick 
William A. Paton 
Maurice E. Peloubet 
C. Oliver Wellington
New York Haskins & Sells
New York Barrow, Wade, Guthrie & Co.
Texas Hutchinson & Hutchinson
D. C. Wayne Kendrick & Co.
Michigan F. E. Ross & Co.
New Jersey Pogson, Peloubet & Co.
New York Scovell, Wellington & Co.
Terms Expire October, 1939
F. B. Andrews 
M. H. Barnes 
Lincoln G. Kelly 
Walter Mucklow 
I. Graham Pattinson 
T. Edward Ross 
Archie M. Smith
Illinois F. B. Andrews & Co.
Georgia M. H. Barnes & Co.
Utah Lincoln G. Kelly & Co.
Florida Milner & Mucklow
New York Price, Waterhouse & Co. 
Pennsylvania Lybrand, Ross Bros. & Montgomery
Louisiana Archie M. Smith
Lewis Ashman 
Will-A. Clader 
Paul K. Knight 
Eustace LeMaster 
Philip N. Miller 
W. R. Tolleth 
(One vacancy)
Terms Expire October, 1938
Illinois Ashman, Reedy & Currier
Pennsylvania Will-A. Clader
New York Arthur Andersen & Co.
Washington LeMaster, Cannon & Daniels
New York Miller, Donaldson & Co.
Virginia W. R. Tolleth
Terms Expire October, 1937
Robert O. Berger 
Charles F. Coates 
Stanley G. H. Fitch 
E. G. H. Kessler 
John K. Mathieson 
James P. McGregor 
Winfield Q. Sharp
Clem W. Collins 
Anson Herrick 
I. B. McGladrey 
Charles F. Rittenhouse 
George M. Thompson* 
Archibald F. Wagner 
Edwin H. Wagner*
Name 
George Armistead 
Charles B. Couchman 
W.  Sanders Davies 
John F. Forbes 
Frederick H. Hurdman
Illinois 
Connecticut 
Massachusetts 
Missouri 
Pennsylvania 
Illinois 
Mississippi 
Terms Expire October, 1936
Colorado Clem W. Collins & Co.
California 
Iowa
Massachusetts 
California 
Illinois 
Missouri
L ife Members of Council (Ex-Officio)
State Name
Texas Carl H. Nau
New York John B. Niven
New York John R. Ruckstell
California William H. West
New York
Price, Waterhouse & Co.
Hadfield, Rothwell, Soule & Coates 
Patterson, Teele & Dennis 
Kessler, Cartall & Co.
Mathieson, Aitken & Co.
Arthur Young & Co.
W. Q. Sharp & Co.
Lester Herrick & Herrick 
The I. B. McGladrey Co. 
Charles F. Rittenhouse & Co. 
George M. Thompson 
Haskins & Sells 
Touche, Niven & Co.
State
Ohio
New York 
California 
New York
Eligible for re-election to council in 1936, having served less than full term.
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P e r c e n t a g e  o f  M e m b e r s  a n d  C o u n c i l  M e m b e r s  t o  T o t a l s  
Nineteen. Year Average (1917-1936)
T e r r it o r y
New England States:
Maine.....................
New Hampshire...
Vermont.................
Massachusetts.......
Connecticut............
Rhode Island........
Middle A tlantic States:
New York.................... .
New Jersey..................
Pennsylvania................
Delaware.......................
Maryland.......................
Virginia........................
West Virginia.............
District of Columbia..
Southern S tates: 
North Carolina 
South Carolina..
Georgia............... .
Florida................
Alabama.............
Mississippi..........
Louisiana............
Texas...................
Oklahoma............
Arkansas.............
Tennessee............
Central States:
Ohio.............
Michigan__
Illinois____
Indiana.......
Kentucky....
W est Central States:
Minnesota..............
Iowa.......................
P e r  C e n t  o f  T o t a l  
In District In United States
Members Council Members C o u n c il
2.08 — .18 —
.98 — .09 —
.43 — .04 —
76.03 73.59 6.67 6.57
10.71 12.46 .94 1.11
9.77 13.95 .85 1.25
100.00 100.00 8.77 8.93
70.28 50.14 32.10 18.81
4.68 14.12 2.14 5.30
17.05 17.87 7.79 6.70
.42 2.26 .19 .85
3.75 7.84 1.71 2.94
2.04 5.93 .93 2.23
.41 — .19 —
1.37 1.84 .63 .69
100.00 100.00 45.68 37.52
5.26 .47
1.23 — .11 —
12.17 10.17 1.08 1.40
8.35 16.12 .74 2.23
3.86 4.03 .34 .56
1.86 8.06 .17 1.11
14.99 14.21 1.33 1.96
24.54 22.08 2.19 3.04
6.45 2.11 .57 .29
6.30 7.10 .56 .98
14.99 16.12 1.34 2.23
100.00 100.00 8.90 13.80
21.10 18.59 3.87 3.63
10.49 7.19 1.92 1.40
59.98 59.97 10.99 11.72
3.91 5.02 .72 .98
4.52 9.23 .83 1.80
100.00 100.00 18.33 19.53
22.21 29.67 1.52 2.65
9.87 17.21 .67 1.54
N ote—M em bers residen t in  foreign  countries and  associates have been excluded from  the  com putation. Council 
mem bers include the fou r elected officers, thus m aking a to ta l of th irty-n ine, b u t exclude past presidents.
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Missouri..................
North. Dakota...._
South Dakota........
Nebraska................
Kansas....................
Wisconsin...............
Mountain States:
Montana.................
Wyoming................
Colorado................. .
Idaho.......................
Utah........................
New Mexico...........
Arizona....................
Pacific Coast States:
Washington ..........
Oregon ..................
Nevada .................
California .............
T otal.
PRESIDENT OF INSTITUTE SPEAKS 
AT MANAGEMENT MEETING
A meeting of the American Manage­
ment Association and the Institute of 
Management, for discussion of “ Major 
management problems of today” , was 
held at the Astor hotel on June 4th and 
5th, and among the speakers were Robert
H. Montgomery, president, and J. O. 
McKinsey, member of the American In­
stitute of Accountants.
Colonel Montgomery spoke at the 
morning session on June 4th. His topic 
was ‘ ‘ Company policies in relation to the 
tax situation. ” At a dinner on the eve­
ning of June 4th, Mr. McKinsey spoke 
on “ Methods of establishing the man­
agement organization structure and of 
coordinating the various units of the 
organization."
Mr. McKinsey was elected, at a busi­
ness meeting in the afternoon, as chair­
man of the board of the American 
Management Association for the coming 
year.
47.48 43.63 3.24 3.89
.71 — .05 —
4.63 6.23 .32 .56
2.56 — .18 —
12.54 3.26 .86 .29
100.00 100.00 6.84 8.93
24.10 .58 _
.44 — .01 —
42.18 72.63 1.02 1.83
19.79 27.37 .47 .69
1.44 — .03 —
12.05 — .29 —
100.00 100.00 2.40 2.52
16.52 30.21 1.50 2.65
13.86 12.69 1.26 1.11
.04 — — —
69.58 57.10 6.32 5.01
100.00 100.00 9.08 8.77
.. 100.00 100.00
CONFERENCE OF UNIVERSITY 
ACCOUNTING OFFICERS
Two members of the American Insti­
tute of Accountants were among the 
speakers at the conference of accounting 
officers of colleges and universities in 
the New England and North Atlantic 
states held at New York on April 24th 
and 25th.
Lloyd Morey, of Urbana, chairman of 
the Institute’s special committee on gov­
ernmental accounting, vice-chairman of 
the national committee on municipal ac­
counting, and chief consultant to the 
financial advisory service of the Ameri­
can Council on Education, conducted the 
first session. He presented a paper en­
titled “ The general classification of ac­
counts and forms of reports suggested 
by the national committee on standard 
reports."  Professor Morey also presided 
at an open-forum discussion which closed 
the conference.
William B. Franke, of New York, an­
other member of the Institute, discussed 
“ Practical problems in applying the na­
tional committee’s suggestions,” and 
also “ Internal checks and audit.”
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ANNUAL MEETING
Plans for the annual meeting of the 
American Institute of Accountants next 
October are now maturing, and in an 
early issue of the Bulletin announce­
ment will be made of addresses and other 
events on the program. A. G. Moss, of 
Dallas, chairman of the committee on 
meetings, has prepared the following 
statement regarding the meeting and the 
Texas centennial exposition, which will 
be in progress at Dallas:
“ Institute members are cutting comers, 
making deals and putting their best figures 
forward to defer their vacations until the 
annual meeting at Dallas, October, 1936. 
The fact that the ‘Lone Star’ state is cele­
brating her one hundredth anniversary with 
the $25,000,000 Texas centennial exposition, 
is only one reason. This first world’s fair of 
the southwest will rank with in magnitude 
and equal in color any ever held in America.
“The Institute’s committee on meetings 
and associate committees of the Texas Society 
of Certified Public Accountants are complet­
ing plans for special entertainment and ex­
position officials have named Wednesday, 
October 21, as ‘American Institute of Ac­
countants Day.’
“While the exposition primarily commemo­
rates 100 years of independence and achieve­
ment as a republic and as a state, more than 
four centuries of glamorous, thrilling history 
form a background rich in color and tra­
dition.
“Six flags, those of Spain, France, Mexico, 
the Republic of Texas, the Confederacy and 
the United States, have flown over Texas 
soil.
“The territory was discovered in 1519 by 
Alvarez de Pineda, who explored the rich 
Rio Grande valley and claimed the land for 
Spain. The French cavalier, LaSalle, estab­
lished a shortlived colony at Matagorda Bay, 
but Texas remained under Spanish rale until 
1835-36 when the Texas Revolution brought 
independence and the Lone Star flag of the 
Texas Republic. Nine years later the new 
republic joined the union as the twenty-ninth 
state; the only state ever to have been inter­
nationally recognized as a sovereign power. 
After the civil war the Stars and Stripes 
replaced the Stars and Bars.
“Special state-wide fetes, ceremonies and 
fiestas are being held during 1936, commemo­
rating significant incidents in an eventful 
past. During these sectional events the eyes 
of Texas will turn to the Alamo, at San 
Antonio, where William B. Travis, James 
Bowie, Davy Crockett and 180 compatriots 
chose death rather than surrender; to San 
Jacinto, near Houston, where General Sam 
Houston and his small but determined band 
of Texans defeated Santa Anna’s overwhelm­
ing force to gain Texas independence; to 
Goliad, where Fannin’s 350 men were massa­
cred on Palm Sunday of 1836; to Gonzales 
where the first shot of the Texas Revolution 
was fired; to Galveston, where Jean Lafitte, 
the pirate, defied the world for seven years, 
and to other places important in the story 
of the Lone Star state. The Texas centennial 
exposition will climax these celebrations with 
a colorful panorama of more than 400 years 
of history.
“Financed by the United States, the State 
of Texas, the City of Dallas, the Texas Cen­
tennial Exposition Corporation and private 
exhibitors and concessionaires, the world’s 
fair of 1936 differs from other expositions 
in that more than a score of its sixty-odd 
buildings are of permanent construction.
“The daily presentation of the ‘Cavalcade 
of Texas,’ gigantic dramatization of Texas 
historical highlights, is one of the outstand­
ing features of the Exposition. Produced at 
an initial cost of $150,000, on the world’s 
largest stage, this thrilling drama includes a 
cast of 300 Texans, many of whom inter­
pret roles made famous in real life by their 
own ancestors.
“Latest in thrill rides, shows and amuse­
ments of all types will be included on the 
‘Midway,’ where eating places galore will 
offer every variety of food, cooked and served 
after the fashion of different sections of the 
world. A selective attitude in connection 
with all concessions assures visitors of the 
newest and best in midway attractions.
“In addition to the all-embracing exposi­
tion visiting members of the Institute, their 
ladies and guests will be feted and enter­
tained at many outside events during the 
meeting. The accountants of Texas promise 
that the irresistible charm of the old south 
will blend with the fine traditions and hospi­
tality of the west to show their guests the 
time of their respective lives.”
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GEORGE L. C. HUNTER
The death of George L. C. Hunter of 
Washington, D. C., a member of the In­
stitute since 1931, occurred on March 
16, 1936. He was 44 years of age.
Mr. Hunter was born at Savannah, 
Ga., attended elementary and prepara­
tory schools in Georgia and Virginia, 
and was a student at the University of 
Georgia, leaving that institution in 1912 
to take employment as an accountant at 
Savannah.
He was engaged in private accounting 
and other commercial work from 1912 
until 1924 when he entered public ac­
counting with the firm of Neville, Mc- 
Iver, Barnes & Company at Savannah. 
In 1925 he became associated with Frank 
Bryson, of Haines City, Florida, and in 
the following year entered practice on 
his own account at Lakeland, Florida. 
In 1927 he obtained a certified public ac­
countant certificate from the state of Flor­
ida. Later he was associated with Spil- 
lane & Hunter of Lakeland and again 
with Neville, McIver, Barnes & Com­
pany. At the time of his death he was 
land bank examiner with the farm credit 
administration at Washington.
S. ROGER MITCHELL
S. Roger Mitchell, founder and former 
senior partner of Peat, Marwick, Mitchell 
& Co. and one of the pioneers of the 
accountancy profession in the United 
States, died at his home, Rose Farm, at 
Purchase, New York, on June 6, 1936, 
at the age of 76.
Mr. Mitchell was a native of Glasgow, 
Scotland. He attended schools in that 
city and the University of Glasgow. Upon 
completing his formal education he en­
tered the firm of A. Mitchell, Jr., & Sons, 
cotton manufacturers. Mr. Mitchell 
served as captain of the First Lanark­
shire Volunteers, Glasgow.
While still a young man, Mr. Mitchell 
came to this country and founded the 
Mitchell Manufacturing Company, Fitch­
burg, Massachusetts. In 1897 he formed 
a partnership for the practice of public 
accounting with James Marwick. He 
later was senior partner of Peat, Mar- 
wick, Mitchell & Co., New York.
Mr. Mitchell was a charter member of 
the American Institute of Accountants, 
and with the exception of one year served 
on its special committee on administra­
tion of endowment from 1919 until 1927. 
In 1930 Mr. Mitchell resigned from the 
Institute because of his retirement from 
practice.
FREDERICK ALBERT SMITH
Frederick Albert Smith, of Kansas 
City, Missouri, a charter member of the 
Institute, died on May 24, 1936, at the 
age of 61.
Mr. Smith was senior member of 
Frederick A. Smith & Company. He 
was a certified public accountant of Mis­
souri, Kansas and Texas and had served 
on the board of examiners of the state 
of Kansas from its origin in 1909 until 
1930.
Mr. Smith was a member of the Insti­
tute’s committee on arbitration in the 
year 1916-1917. In the year 1919-1920 
he served on the committee on state leg­
islation and in 1923-1924 on the commit­
tee on meetings.
SUMMARY OF PROVINCIAL TAXATION
The Institute has now received a copy 
of a summary of tax laws of the prov­
ince of Ontario, affecting corporations 
and individuals, which supplements the 
summary of provincial taxation pub­
lished by the Dominion Association of 
Chartered Accountants which was de­
scribed in the Bulletin  of the Institute 
for May, 1936.
SUIT ATTACKING ACCOUNTANCY 
LAW APPEALED IN ILLINOIS
The case of Elliot vs. the University of 
Illinois, questioning the constitutionality 
of the Illinois accountancy act of 1903, 
under which the University of Illinois is 
authorized to issue certificates to appli­
cants qualifying as certified public ac­
countants, was appealed on May 4th to 
the supreme court of the state. The de­
cision of Judge John Prystalski, in the 
circuit court of Cook county, dismissing 
this suit for want of equity, was reported 
in the Bulletin  of the Institute for Feb­
ruary, 1936.
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COMMITTEE ON ACCOUNTING 
PROCEDURE
The special committee on accounting 
procedure of the American Institute of 
Accountants, in response to a recent in­
quiry, has issued a statement regarding 
the qualifications which, in its opinion, 
should be included in an independent 
auditor’s certificate accompanying the 
financial statements of a parent com­
pany, when the accounts of its subsidiary 
companies have not been examined.
The case before the committee was one 
in which the entire assets of a corpora­
tion were in the form of securities of 
other companies, and a majority of such 
investments were in controlled subsidi­
aries. These subsidiaries were active op­
erating companies, and the income from 
the securities of the subsidiary compa­
nies held by the corporation, constituted 
a majority of its income. The directors 
of the company engaged the accountant 
to make an annual audit of the accounts 
of the parent company and to certify the 
statements to be included in the stock­
holders’ report. The directors wished 
that no audit be made of the books and 
accounts of the controlled subsidiary 
companies and advised that this fact 
should be stated in the auditor’s certifi­
cate.
The question submitted for the con­
sideration of the Institute’s committee 
was as follows: Should the auditor com­
ply with the request of the board of di­
rectors and voluntarily omit audits of 
the controlled subsidiary companies, with 
proper reference to such fact in his cer­
tificate, or should he insist that such 
companies be subjected to an audit be­
fore he issues a certificate to accompany 
the statements of the parent corporation?
In responding to this question the 
committee assumed that the report on 
which the certificate was asked was a 
report of the parent company alone and 
that the accountant had not been re­
quested to give a certificate relating to 
consolidated statements, in view of the 
fact that he would not have examined 
the accounts of the subsidiary compa­
nies.
The committee called attention to cer­
tain circumstances under which it might
be inappropriate for the accountant to 
give any certificate on the accounts of 
the parent company alone. It pointed 
out that where, as in this case, a major­
ity of the assets represents investments 
in controlled subsidiaries the income 
from which constitutes a majority of 
the income, substantial error in the ac­
counts of the subsidiaries, which seemed 
to substantiate the parent company’s in­
vestment, would render the accounts of 
the parent company misleading to a 
third party. Determination of this ques­
tion, according to the committee, must 
be made by the auditor based on his 
knowledge of all pertinent facts in the 
particular case.
Assuming that the case before it for 
consideration was one in which it was 
proper for the auditor to issue a certifi­
cate, the committee was unanimous in 
stating that the certificate should be ap­
propriately qualified to cover the fol­
lowing points:
“ (1) If you have not examined the 
books of account and supporting data of 
the subsidiary companies, an explanation 
of the extent of the information fur­
nished you by the management of the 
parent company.
“ (2) The basis of valuation of the in­
vestments, i.e., cost to the parent com­
pany, or book value as shown by the 
statements of the subsidiaries and the 
extent to which such book value includes 
good-will or other intangible assets, if 
any.
“ (3) The extent to which any condi­
tion disclosed in the accounts of the 
subsidiaries would affect the value of the 
investments as shown in the balance- 
sheet of the parent company.
" (4) Either in the certificate or as 
a foot-note to the balance-sheet, there 
should be reflected the extent to which 
the equity of the parent company in its 
subsidiaries has been increased or dim­
inished since the date of acquisition as 
the result of profits, losses and distribu­
tions.
“ (5) Either in the certificate or in a 
foot-note to the profit-and-loss statement, 
a comparison should be shown between 
the amount of dividends received from 
each subsidiary and the amount of the
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parent company’s equity in the earnings 
or losses of each subsidiary for the per­
iod of the report.
“ (6) The opinion in the certificate 
should be appropriately qualified, hav­
ing regard to the comments enumerated 
above."
The committee stated that there are 
no set rules whereby an auditor may de­
termine to what extent a certificate may 
be qualified. That, it said, is a matter 
which calls for the exercise of the audi­
tor’s personal judgment. The committee 
pointed out that it is, of course, appro­
priate for the auditor to suggest to the 
directors the importance of examining 
the controlled subsidiaries and to explain 
that the failure to make such examina­
tion would greatly decrease the value of 
the audit certificate because of the nec­
essary qualifications as to material items.
PROFESSION REPRESENTED AT 
FEDERAL TAX HEARINGS
As reported in the Bulletin  for May 
15th, the American Institute of Account­
ants was represented at hearings on the 
pending federal revenue bill before the 
senate finance committee by Victor H. 
Stempf, chairman of the committee on 
federal taxation. Mr. Stempf appeared 
with Clarence H. Turner, of Philadel­
phia, a member of the committee, on 
May 7th, made a brief oral statement 
and filed a comprehensive memorandum 
commenting on various phases of the 
proposed tax on undistributed corporate 
profits.
Five other members of the Institute 
also appeared at hearings on the meas­
ure. The testimony given before the 
senate finance committee on May 6th by 
George O. May, attracted wide-spread 
attention and was quoted at length in 
the press. The New York Times of May 
7th reproduced his statement in full and 
later commented upon it editorially.
Maurice E. Peloubet appeared before 
the senate committee May 7th, in be­
half of the American Mining Congress. 
Henry B. Fernald appeared for the com­
mittee on federal finance of the chamber 
of commerce of the United States before 
the ways and means committee of the 
house of representatives on April 7th 
and before the senate finance committee
on May 4th. Joseph J. Klein, of New 
York, appeared before the senate com­
mittee on May 1st as the representative 
of the American Society of Certified 
Public Accountants. Norman G. Cham­
bers, as chairman of the federal tax 
committee of the New York State Society 
of Certified Public Accountants, on May 
8th filed with the senate committee a re­
port of his committee’s recommendations.
UTILITY ACCOUNTS AND THE S. E. C.
A uniform system of accounting for 
mutual service companies and subsidiary 
service companies subject to the public- 
utility holding company act of 1935 was 
promulgated on June 3rd by the securi­
ties and exchange commission. The 
regulations embodying this system of 
accounting will become effective on Aug­
ust 1, 1936.
During early consideration of these 
regulations by the S. E. C., the advice 
of the American Institute of Account­
ants was sought and the Institute’s 
special committee on public utility ac­
counting conferred with representatives 
of the commission at Washington. The 
Institute’s committee subsequently re­
viewed the system in tentative form. 
The committee also advised the commis­
sion with reference to its proposed clas­
sification of accounts for public utility 
holding companies, which has not yet 
been promulgated.
The committee, at a conference on Feb­
ruary 21st, suggested that, initially, the 
expenses of service companies be re­
quired to be classified only as to the type 
or nature of expense and that consid­
eration of further distribution by func­
tional accounts be deferred until the 
commission had more time to determine 
upon the practicability and value of such 
functional distribution.
The act requires that subsidiary and 
mutual service companies render service 
at cost and the opinion of the committee 
was requested as to whether such cost 
should properly include a fair return on 
the capital furnished by the holding or 
member companies. It was the majority 
opinion of the committee that cost should 
be interpreted to include such a fair re­
turn.
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NEW YORK COURT RULES ON UTILITY 
ACCOUNTING REQUIREMENTS
Objections of utility companies to ac­
counting requirements prescribed by the 
New York public service commission 
were sustained for the most part by the 
court of appeals, the highest court of the 
state of New York, in a decision handed 
down May 19th.
The uniform system of accounts con­
taining the features considered objec­
tionable by the companies was originally 
prescribed by the commission in 1933 
(see Bulletin  for December, 1933), and 
was to become partially effective on Jan­
uary 1, 1934. Certain principles of ac­
counting laid down in the new system 
constituted radical revisions of existing 
practices.
Many of the utility companies affected 
sought judicial review of the commis­
sion’s action. The legal proceedings were 
consolidated (New York Edison Com- 
pany  et al., vs. Maltbie et al.) and the 
case reached the appellate division of the 
supreme court of New York, which de­
cided against the commission on most of 
the points involved on July 1, 1935.
Objections of the companies to the 
new system centered on the requirements 
that:
1. Property be stated at “ original 
cost,” i.e., cost at the time it was first 
devoted to public service, either by the 
accounting company or a prior owner, 
and that any difference between the 
“ original cost” and the amount at which 
the property is now carried be trans­
ferred to a suspense account, disposition 
of which account would be at the discre­
tion of the commission.
2. The “ straight line” depreciation 
method be adopted.
3. Any charge-offs of expenses in con­
nection with the issue of capital stock 
be made to surplus.
4. Expenses incurred by the utility 
companies in connection with cases be­
fore federal or state regulatory commis­
sions, or in investigations, be charged to 
a suspense account and charged off at the 
discretion of the commission.
5. A perpetual inventory of physical 
property be maintained.
The appellate division decided against 
the commission on the first four points, 
and in its favor on the fifth. The follow­
ing quotation is taken from the opening 
paragraph of this court’s decision:
“The legislature granted to the commission 
power to prescribe uniform methods of keep­
ing accounts, records and books (public 
service law, paragraph 66, subdivision 4). 
The statute does not authorize the commis­
sion to prescribe uniform methods of man­
agement of the business of privately owned 
corporations. The uniformity that may be 
enforced is not as to what shall be done or 
how it shall be done, but as to book entries 
in respect to whatever is done. (Kansas City 
So. R . Co. vs. United States, 231 U.S. 450).”
The appellate division’s ruling on the 
first requirement stated above follows in 
part:
“It (the commission) could require that 
these facts be recorded in an account or 
memorandum disconnected from the fixed 
capital account, and thus avoid the uncon­
stitutional requirement that losses which had 
not been suffered be shown on the books.
. . . Many of the fixed capital accounts ord­
ered to be redistributed contain entries re­
flecting purchases from predecessor utilities 
that were approved by the commission and 
other entries concerning consolidation and 
purchases which have been approved by 
courts, including the supreme court of the 
United States. These entries are not made 
upon the basis of ‘original cost’ as the com­
mission now seeks to define it. Financing 
has been carried on and transactions made on 
the basis of these figures as to fixed capital. 
A requirement that a part now be charged 
off is confiscatory.”
As to the second requirement, it was 
held “ the legislature has not granted 
the commission power to fix the method 
of setting up depreciation reserves. The 
order in this case is ultra vires.”
The court rejected requirements three 
and four above as confiscatory, stating 
that the expenses referred to would be 
required to be charged to surplus or cap­
ital account.
As to a perpetual inventory, the ap­
pellate division held “ direct authority 
for this requirement has been given by
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the legislature. (Public service law, par­
agraph 114, added by laws of 1934, 
chapter 287)."
The court of appeals upheld the ap­
pellate division in a short decision, hold­
ing that the orders of the commission 
constituted judicial acts and therefore 
were subject to review by the courts, and 
characterized them as follows:
“. . . the orders were more than general 
administrative or legislative rules. They di­
rectly interfered with private property rights 
of these respondents. . . .
“Nothing here decided limits the power of 
the commission to prescribe uniform meth­
ods of keeping accounts, records and books. 
[Public service law (consolidated laws, chap­
ter 48), paragraph 66, subdivision 4.] Under 
that power, all the information here sought 
could have been elicited from the respond­
ents by direction of the commission that 
would have been open to none of the objec­
tions to its present orders.”
PUBLIC UTILITY ASSETS AND 
"ORIGINAL COST"
In a recent address before the Illinois 
Society of Certified Public Accountants, 
J. M. Bowlby, of Chicago, chairman of 
the Institute’s special committee on pub­
lic utility accounting, commented upon 
the requirement of the New York public 
service commission and other regulatory 
bodies that fixed capital of public utili­
ties should be recorded at “ original 
cost,” defining original cost as “ the ac­
tual money cost of such property to the 
person first dedicating the property to 
public service."
This requirement was rejected in a 
decision of the New York court of ap­
peals on May 19th. This decision is re­
ported on page 12 of the Bulletin.
Following are Mr. Bowlby’s remarks, 
in part:
“In the New York system . . .  no main 
account is provided which shows in one sum 
the entire investment of the company in fixed 
capital. On the contrary, as one of the sys­
tems states (and I wish to call your par­
ticular attention to the wording, since it 
quite definitely supports my previous state­
ment that the primary purpose of the system
has been subordinated to regulatory require­
ments), ‘in order to obtain important in­
formation as an aid to regulation, and in 
order to lay a basis for the compilation of 
valuable statistical data’ a group of fixed 
capital accounts is prescribed, which, when 
taken in conjunction with other balance- 
sheet accounts will show (1) the original 
cost, (2) the net original cost (that is, the 
original cost less reserves for depreciation, 
amortization, etc.), and (3) the cost to the 
accounting utility.
“Among these fixed capital accounts is one 
called ‘Fixed capital acquisition adjustment,’ 
which is designed to show the difference 
between the cost to the accounting utility and 
the original cost. The instructions as to the 
operations of this account provide that the 
amounts recorded therein shall be depreci­
ated or amortized by charges or credits, as 
the case may be, to one of the subsidiary 
accounts of the income account. To be spe­
cific, the instructions read that ‘until other­
wise authorized or ordered . . . the amount 
. . .  in account 104, fixed capital acquisition 
adjustment, applicable to fixed capital in 
service, . . . shall be depreciated or amor­
tized at the composite rates of depreciation 
and amortization used in computing the de­
preciation and amortization expenses of the 
fixed capital with which the depreciable and 
amortizable amounts in account 104 are iden­
tified.’
“I believe I am safe in saying that it is a 
recognized basic principle that the cost of 
new property to a present owner is the 
amount which he paid therefor. It may be 
more or less than the cost to the predecessor 
owner; it may be more or less than would 
have been paid by some other purchaser; 
but, in any event, it is what the present 
owner paid and, for corporate accounting 
purposes, he is entitled to carry the prop­
erty at such cost. It is admitted that the 
cost of public utility property when first 
devoted to public use is valuable collateral 
evidence in connection with the finding of 
value for rate-making purposes but, even 
for this purpose, it is not the only measure 
of value nor one to which the courts have as­
signed predominant weight. The investment 
of the present owner, the cost of reproduc­
tion, and the present value are all relevant 
factors which are entitled to consideration.”
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ADDRESSES BY PRESIDENT OF 
THE INSTITUTE
Analysis of provisions of the federal 
tax law, with comment on the proposed 
tax on undistributed earnings of corpo­
rations and emphasis on the independ­
ence of the public accountant, particu­
larly under current economic and politi­
cal conditions, were the themes of ad­
dresses by Robert H. Montgomery, presi­
dent of the American Institute of Ac­
countants, at meetings of the Indiana 
Association of Certified Public Account­
ants, the New Jersey Society of Certi­
fied Public Accountants, and the Phila­
delphia chapter of the Pennsylvania In­
stitute of Certified Public Accountants, 
May 9th, 18th and 20th, respectively.
F e d e r a l  T a x a t io n  
The address on federal taxation was 
made at a joint meeting of the Indiana 
Association of Certified Public Account­
ants and the Indiana chamber of com­
merce at the Indianapolis Athletic Club. 
Colonel Montgomery criticized the exist­
ing federal income-tax law and the pro­
posals for a new law providing for a tax 
on undistributed earnings of corpora­
tions, on the ground that they violated 
the fundamentals of scientific taxation 
by taxing gross income and capital as 
well as net income, and attempted to ac­
complish social reforms, such as distribu­
tion of wealth, which are out of place 
in proper tax laws.
Among the unsound provisions of the 
present law he mentioned the following: 
Taxation of gross receipts through aboli­
tion of consolidated returns and denial of 
business and securities losses. Fluctuations 
in inventory values may indicate apparent 
profits never to be realized, but taxpayers 
are denied the right to create reserves or to 
carry over losses from one year to another.
Taxpayers have been denied the right to 
deduct expenses incurred in the collection of 
income, such as fees to attorneys and ac­
countants, because the expenses were alleged 
not to have been incurred in the carrying 
on of a trade or business.
Accruals which are proper and necessary 
in good accounting, particularly in estimat­
ing costs and expenses not precisely deter­
minable at the end of accounting periods, 
have been disallowed.
Abandonment of obsolete equipment may 
justify deduction of full depreciated cost, 
but if  obsolete equipment is sold for scrap 
value the losses can not be deducted.
The taxation of profits from the sale of 
securities without permitting deductions for 
losses sustained in the same manner seems 
to be inconsistent with the constitutional pro­
vision that taxation of gross receipts or gross 
income is illegal unless apportioned among 
the states on the basis of population.
Charges of fraud or implications of dis­
honesty, against persons who quite properly 
endeavor to avoid a part of the tax burden 
under the provisions of the law, are unfair.
I n d e p e n d e n c e
Pointing out present social and politi­
cal conditions, particularly the lavish 
spending by the government and the 
wide-spread popularity of “ social secur­
ity,"  inevitably tending to destroy the 
individual independence of the citizens, 
Colonel Montgomery warned audiences 
of certified public accountants at the 
meetings at Indianapolis, Newark and 
Philadelphia that the independence of 
practising certified public accountants 
must be more jealously guarded than 
ever. “ If there is no change in the pres­
ent trend,” he said, “ the independent 
public accountants will not be wanted by 
those in authority. . . .  In the midst of 
all this turmoil and misrepresentation 
the public accountant is supposed to 
stand unmoved and uninfluenced. He 
seeks the truth, the whole truth and 
nothing but the truth. . . . Never be­
fore has there been so great a need 
for the truth, plain and unvarnished. 
The accountants have not lost their in­
dependence, their lack of prejudice, their 
disregard of influence or bias. They are 
prepared to search for and find the truth 
and tell it no matter where the chips may 
fall.” He continued:
“Accounting practice since the world war 
has increased steadily in volume and in help­
ful service to the business public. The ele­
ment of independence has continued to be 
the most important factor. Without inde­
pendence there could have been and can be 
no progress. . . .
“The profession of accounting peculiarly 
calls for independence to the fullest extent. 
There may be those who yield to the im-
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portunities of clients who would have them 
call black white, but it is to the everlasting 
credit of the profession that such cases are 
almost non-existent. And it is not because 
pressure is lacking. Unfortunately, the ten­
dency to fool one’s self is almost universal. 
We paid $100 for something last week and 
we will contend against all comers that it is 
well worth $100 today notwithstanding a 
firm offer to replace it for $90.
“. . . When others do not keep their feet 
upon the ground we must do so. The public 
relies upon us, and has a right to rely upon 
us, not so much for unreasoning conserva­
tism as for intelligent accuracy. . . .
“Our task is all the harder because it is 
our friends, our clients, honest and firm in 
their convictions, who would have us share 
their views regarding their assets, their prof­
its and those little or contingent liabilities 
which are not worth mentioning. Fortunately, 
the whole profession is behind each practi­
tioner who refuses to yield when he is right.”
In view of the dangerously unbal­
anced federal budget, the lack of initia­
tive among the younger citizens result­
ing from lavish government spending, 
the tendency toward bureaucratic domi­
nation and control of business activity, 
Colonel Montgomery urged accountants 
to become members of their state and 
national organizations. He pointed out 
that the practitioner who is alone has 
greater difficulties than those who can 
consult with fellow members in profes­
sional societies. He also stated that those 
accountants are most truly independent 
who voluntarily submit to the proper 
discipline of the professional societies 
and in turn enjoy the support of those 
societies in the exercise of their inde­
pendence. A large and fully representa­
tive organization, he concluded, embrac­
ing all the reputable certified public ac­
countants in the United States, could 
and would speak without fear, and in no 
uncertain terms, on any question prop­
erly falling within its jurisdiction.
BOARD OF ACCOUNTANCY FOR THE 
DISTRICT OF COLUMBIA
S. Frank Levy has been appointed to 
the board of accountancy of the District 
of Columbia, succeeding William G. 
Buchanan as treasurer.
AUSTRALASIAN CONGRESS ON 
ACCOUNTING
The first Australasian Congress on 
Accounting, attended by approximately 
700 accountants of Australia and other 
countries of the Southern hemisphere, 
was held at Melbourne from the 16th to 
the 20th of March. Sir George Mason 
Allard, president of the Institute of 
Chartered Accountants in Australia, 
presided as president of the congress. 
The congress was sponsored by that In­
stitute, together with the Commonwealth 
Institute of Accountants and the Federal 
Institute of Accountants.
An exhibition of accounting machinery 
and modem office equipment officially 
opened the congress, and this was fol­
lowed by a reception at the Town Hall 
by the Lord Mayor, Councillor A. G. 
Wales. Later there was a members’ 
luncheon, at which the president wel­
comed the members and guests. Among 
the societies represented at this lunch­
eon, apart from those acting as sponsors, 
were the New Zealand Society of Ac­
countants and the English Institute of 
Cost and Works Accountants. Greetings 
from the Society of Incorporated Ac­
countants and Auditors, England, were 
read. A reception by the president and 
vice-presidents was held in the late af­
ternoon of the first day. On the evening 
of March 17th there was a banquet.
Among the papers presented during 
the congress were the following:
" Public finance and the form and presenta­
tion of public accounts,”  by A. E. Barton, 
of Sydney.
" The rights o f preference shareholders,"  b y  
J. S. McInnes, o f Brisbane.
" The auditor’s report, ”  by H. H. Cummins, 
of Hobart.
“ Accounting terminology,’ ’ by A. A. Fitz­
gerald.
“ Cost accounting,’ ’ by D. J. Nolan, of 
Sydney.
“ Budgetary control,"  by L. A. Brumby, 
presented by L. A. Schumer.
“ The history of the accounting profession 
and the position of the accountant in com­
merce,”  by E. V. Nixon.
“ The resumption of privately owned public 
utilities, ”  by S. Bussell Booth.
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SECRETARY VISITS OHIO CHAPTERS
About 150 Ohio certified public ac­
countants attended Ohio society chapter 
meetings at Columbus, Dayton, Cincin­
nati, Toledo and Cleveland, between May 
4th and May 11th, at which John L. 
Carey, secretary of the American Insti­
tute of Accountants, was a guest.
At all these meetings Mr. Carey 
stressed the concrete services rendered 
by the Institute to the profession as a 
whole and to individual practitioners, 
and briefly sketched the structure and 
resources of the national organization. 
Among illustrations of these services 
were mentioned the current campaign of 
education on the natural business year; 
the development of a code of professional 
ethics; the uniform examination adopted 
as the C. P. A. examination in 36 states 
and territories; active cooperation with 
such bodies as the New York stock ex­
change, the Robert Morris Associates, 
the National Association of Credit Men, 
the American Petroleum Institute, the 
Investment Bankers Association, the se­
curities and exchange commission, the 
federal power commission and the fed­
eral home loan bank board.
The regular publications of the In­
stitute, as well as special releases such as 
Audits of Corporate Accounts, Exami­
nation of Financial Statements by Inde­
pendent Public Accountants, Accounts 
of Governmental Bodies and the stand­
ard form of bank confirmation, were also 
cited as examples of the Institute’s prac­
tical contributions to the practice of ac­
countancy. The library and bureau of 
information, the employment exchange 
and the benevolent fund were mentioned 
as illustrations of direct services to mem­
bers.
Attention was called to other construc­
tive enterprises which could be under­
taken with increased membership and 
resources, and to the fact that all en­
trance fees had been waived in the cases 
of members of state societies who ap­
plied for membership in the Institute 
prior to September 1, 1936.
At Columbus, L. D. Keller, president 
of the local chapter of the Ohio Society 
of Certified Public Accountants, intro­
duced the secretary of the Institute at a
dinner meeting at the Athletic Club, 
May 4th. E. A. Cole and S. J. Bowers, 
of the state tax commission, spoke on the 
new Ohio “ use” tax, designed to prevent 
evasion of the sales tax. The meeting ad­
journed formally at 9 P. M., as sched­
uled, but most of those present remained 
for discussion of professional questions 
until about 10:30 P. M.
At Dayton, the secretary was wel­
comed and entertained on May 5th by 
John E. Eberly, president of the Day­
ton chapter; Hugh E. Wall, member of 
the special committee on development of 
the Institute; Harry E. Cuthbertson, 
secretary of the Ohio society and a mem­
ber of the Ohio state board, and Gordon
S. Battelle, member of the Institute. A  
dinner meeting of the Dayton chapter 
took place at the Dayton Biltmore hotel, 
at which J. A. Hawk was elected presi­
dent for the ensuing fiscal year, after a 
competing candidate, evidently repre­
senting the reactionary element in the 
chapter, had retired in some confusion 
following sharp debate.
The Cincinnati chapter held a lunch­
eon meeting at the Netherland-Plaza 
hotel, May 6th, at which Abner J. Starr, 
chapter president, presided. Following 
a short address by the secretary of the 
Institute, about a half-hour was devoted 
to questions and discussion. On the fol­
lowing day Mr. Starr, Richard C. Ken­
nedy, vice-president of the chapter, and
C. E. Reinhardt entertained the secre­
tary, in a manner somewhat costly to 
him, on the links of the Ridgewood coun­
try club.
At Toledo the afternoon of May 8th 
was spent by the secretary on the famous 
Inverness golf course, and adjoining 
fields, in the company of H. L. Dalton, 
T. J. Dolan and R. P. Nelson. A dinner 
arranged by the local chapter of the 
Ohio society was served at the Toledo 
club at 7 :00 P. M., after which there was 
a short meeting at which Mr. Dolan pre­
sided. Mr. Dalton introduced the In­
stitute’s secretary, in the technical ab­
sence of J. E. Madden, president of the 
Toledo chapter, who could not be found, 
although his voice was heard to the effect 
that his election to office had not been 
legal.
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In Cleveland a luncheon meeting of 
the chapter was held on May 11th at the 
Cleveland chamber of commerce. Vernon 
J. Moore, president of the chapter, pre­
sided and Robert E. Warren, member 
of the special committee on development 
of the Institute, introduced the secretary 
of the Institute, whose brief address was 
followed by discussion. After informal 
talks about Institute affairs with various 
members during the afternoon, the sec­
retary departed for New York and home.
PLAN FOR LOCAL SETTLEMENT 
OF TAX DISPUTES
Efforts now being made by the United 
States treasury department to achieve a 
greater degree of decentralization of ad­
ministration of federal income-tax laws 
are praised by the committee on federal 
taxation of the American Institute of 
Accountants as a step toward greater 
efficiency and economy.
The committee calls attention to a re­
cent announcement by the commissioner 
of internal revenue that the internal 
revenue agent-in-charge of one division 
of the income-tax unit has been author­
ized to issue final notices of deficiency 
and assume other responsibilities hith­
erto reserved to the income-tax unit at 
Washington. Under this procedure the 
internal revenue agent - in - charge at 
Cleveland, Ohio, assumes the authority 
of the income-tax unit at Washington 
in the conduct of proposed increases in 
tax liability and in the consideration 
of the entire record in the endeavor to 
achieve agreements with the taxpayers. 
(See Bulletin  for May 15, 1936.)
The new procedure was announced as 
a further step in the plan of the com­
missioner “ to improve the administra­
tion of the income-tax laws and enable 
taxpayers to settle their cases at home."  
It is intended also, according to the 
treasury department announcement, to 
enable the bureau of internal revenue to 
expedite the work of audit and inves­
tigation.
“This step,” said Victor H. Stempf, chair­
man of the Institute’s committee, “is directly 
in line with the report on British income- 
tax procedure transmitted to the joint con­
gressional committee on internal-revenue
taxation in 1934 by Roswell Magill, special 
assistant to the secretary of the treasury, 
L. H. Parker, chief of the staff of the com­
mittee, and Eldon P. King, special deputy 
commissioner of the bureau of internal reve­
nue. This report pointed out several advan­
tages of the British system of income-tax- 
law administration, principally its decentrali­
zation, and suggested that certain features 
might be introduced into the American sys­
tem.
“The report stated that ‘the assessment 
and collection of taxes in Great Britain has 
been kept practically current; appeals are 
comparatively few, and taxpayers are well 
satisfied with the fairness and efficiency of 
the revenue service. . . . The good results 
secured under the British system of admin­
istration suggest a more decentralized ad­
ministration of the federal income-tax law 
and the employment of sufficient field force 
to make a thorough and accurate determina­
tion at the first points of contact with the 
taxpayer. Because of present practical 
considerations, it is probable that this plan 
should first be tried out in one area’.
“The machinery has now been established 
to try out this plan in the Cleveland area, 
and it is greatly to be hoped that efforts 
will be continued along the same lines to 
eliminate the complexities of administration 
which have made the collection of income 
taxes so inconvenient and so costly, both to 
the taxpayer and to the government.”
COURSE FOR EXECUTIVES OFFERED 
BY HARVARD UNIVERSITY
In conjunction with the celebration 
of the 300th anniversary of the founding 
of Harvard University, the Harvard 
graduate school of business administra­
tion has announced that during the 
month of July it will again hold its 
four-weeks course of study in accounting 
problems for business executives.
This course was given each year from 
1928 through 1931, and was attended by 
approximately 700 men, representing 
350 companies. This year it will be un­
der the direction of Professor T. H. 
Sanders and will consist of discussion of 
problems arising in the construction and 
interpretation of financial statements. 
Actual business data will be used as a  
basis for the discussion.
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NATURAL BUSINESS YEAR
The natural business year has been 
the subject of consideration by influen­
tial members of several of the country’s 
largest industries during recent weeks.
At the annual meeting of the Inter­
national Harvester Company held on 
May 14th the adoption of a new fiscal 
year ending October 31st was announced. 
The company had previously used the 
calendar year as its fiscal year. The rea­
sons advanced for the change were that 
the company’s operations in various 
parts of the world are conducted on the 
bases of different fiscal years determined 
by the nature of their opeations and that 
the year ending October 31st was most 
suitable under the circumstances for the 
parent company and its many subsidi­
aries. (Deere & Company, also in the 
farm equipment industry, has operated 
on a fiscal year ending October 31st since 
1912, and tells the council that this date 
has proved entirely satisfactory.)
The natural business year council re­
ports that, at the request of Roland H. 
Zinn, vice-president of the United States 
Leather Company, the natural business 
year will be placed on the program for 
discussion at the next general meeting 
of the Tanner’s Council of America, 
which will be held in October. The year 
ending October 31st is used for fiscal 
purposes by the United States Leather 
Company and also by the Fred Rueping 
Leather Company and several others in 
that field.
Warner Bros. Pictures, Inc., has writ­
ten the council that the motion picture 
season runs from Sept. 1st of each year 
to August 31st of the following year, and 
adds the following: “ Inasmuch as our 
experience has shown that approximately 
75% of the revenue from a picture is 
earned within the first six months, there 
is a distinct advantage in having the 
fiscal year end on August 31st, as the 
operating results may then be attributed 
to the product released during that par­
ticular season.” It is understood that 
the Motion Picture Producers and Dis­
tributors of America, Inc., has the sub­
ject of the natural business year before 
it for consideration.
Literature on the natural business 
year, supplied by the council, was dis­
tributed at a recent meeting of the 
United Typothetae of America, held at 
Cincinnati. Evidence of the interest of 
printers in the subject is an article in 
a recent issue of the Minneapolis T y­
pothetae Letter, which described at 
length the advantages of adopting the 
proper fiscal period.
The Ronald Press Company has agreed 
to include in its publications dealing 
with corporate practice statements of the 
advantages of natural fiscal years.
The Corporation Trust Company has 
expressed willingness to draw the atten­
tion of incorporators of new companies 
to the possible advantages of selecting 
a fiscal year other than the calendar
year. __________
The national board of directors of the 
National Association of Cost Account­
ants, meeting on April 23rd, adopted a 
resolution endorsing the principle of the 
natural business year and suggesting the 
subject for discussion at the annual 
meeting of the organization to be held 
at Cincinnati on June 24th.
I n s t it u t e  C o m m it t e e  o n  N a t u r a l .
B u s i n e s s  Y e a r  
As this Bulletin goes to press, Charles
B . Couchman, of New York, chairman of 
the Institute’s special committee on nat­
ural business year, is at Richmond to 
address members of the National Asso­
ciation of Credit Men at their annual 
convention. An attendance of 2,000 or 
more was expected.
Mr. Couchman’s address, in which he 
planned to explain the objectives of the 
natural business year council and indi­
cate how credit men can cooperate in its 
work, was scheduled for June 12th. Each 
of those present was to receive a copy of 
the council’s pamphlet, The Natural 
Business Year as the Proper Fiscal Per­
iod, the reprint of Alexander Wall’s 
article on the natural business year 
which appeared in Domestic Commerce, 
publication of the bureau of foreign and 
domestic commerce, and a copy of the 
tentative list of suggested fiscal closing
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dates recently published by the natural 
business year council.
In addition, the subject of the natural 
business year was scheduled for discus­
sion at 38 group meetings representing 
480 groups interested in various com­
modity lines. Each of the credit men at­
tending these group meetings was to re­
ceive a copy of a brief questionnaire 
regarding the natural business cycle of 
the concern with which he was associ­
ated. This was in the form of a postcard 
to be mailed to the council.
State Society Activities
During the month of May the Insti­
tute’s special committee on natural busi­
ness year mailed to the president of each 
state society of certified public account­
ants a letter pointing out the desirability 
of undertaking as soon as possible a pro­
gram to advance the campaign backed 
by the natural business year council.
As chairman of the committee, Mr. 
Couchman explained that the national 
council could do no more than initiate 
the campaign, supply information and 
obtain the cooperation of other agen­
cies in bringing the project to a success­
ful conclusion. He pointed out that each 
individual certified public accountant 
would benefit only from changes in fiscal 
years among his own clientele, which 
could be induced only by local effort. 
The committee’s letter contained the fol­
lowing specific suggestions:
“ (1) If you have not already done so, 
get in touch with the representatives in 
your community of the Robert Morris 
Associates, the National Credit Men’s 
Association, Dun & Bradstreet and the 
N. A. C. A. as these four bodies are co­
operating very closely in this movement 
and give a great deal of time and 
thought to the best methods of accom­
plishing its purpose.
“ (2) Try to secure the aid of business 
men who are on a fiscal year other than 
the calendar year, in having them influ­
ence other business men by pointing out 
the advantages of the natural year for 
their fiancial statements.
“ (3) Impress upon each member of 
your society the necessity of their con­
sulting with their own clients regarding 
the advantages that might accrue to such
clients from the use of the natural year.
“ (4) This subject should be made the 
topic of addresses before business or­
ganizations, clubs, conventions of busi­
ness men and the like in your state.
“ (5) Attorneys who draw up charters 
for new corporations are in a position to 
recommend the natural business year, 
if you can persuade them to do so. Also 
new corporations are constantly being 
formed in every state and efforts should 
be made to influence the officers of these 
corporations to start out with the natu­
ral business year.”
L ist  of  N at u r a l  Clo sing  D a t e s  
P u b l ish e d  b y  N . B. Y. Co u n c il
After extensive research during the 
past six months, the natural business 
year council has published a tentative 
list of suggested fiscal closing dates ap­
plying to 211 trades and industries. 
Criticism by accountants and others is 
invited, and the fact is stressed that the 
list is wholly tentative. Changes will 
probably be made before publication of a 
final list, as indicated in the following 
introductory matter:
“The following dates, indicated as those at 
which it appears desirable for various types 
of business to close their accounts for the 
fiscal year, are based on a survey of present 
practice including correspondence with rep­
resentative companies and trade associations, 
returns from questionnaires to certified pub­
lic accountants, a study of the natural busi­
ness year by the University of Illinois, a 
study of seasonal fluctuations in business by 
the Bureau of Economic Research and sta­
tistics furnished by credit reporting agencies.
“Some of the dates listed are open to de­
bate, but all are based on reasonably con­
vincing evidence. In many cases it is now 
impossible to do more than indicate a sea­
son at which the fiscal year should end. Often 
a date a month earlier or later than the one 
indicated would be equally suitable.
“It should be borne in mind that peculiar 
conditions in individual companies might 
make desirable a departure from the gen­
erally recommended date in that line of busi­
ness.
“Criticism of any of these suggested dates 
will be welcome and will assist in the pub­
lication of a final, authoritative list, which 
is planned for the near future.”
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The dates tentatively suggested are as
follows:
Closing  D ate ,
T rade or I n d u st r y  L a s t  D a y  of :
Advertising, outdoor March
Advertising agencies July
Aeronautical supplies—mfr. September
Agricultural implements—mfr. September
Air transportation companies April
Aircraft—mfr. November
Airports April
Automobiles—mfr. October
Automobiles—retail November
Automotive accessories—mfr. Oct.-Nov.
Automotive accessories—w’sale January
Awnings and sunshades—mfr. August
Bags, burlap & buckram—mfr. February
Bakeries June 
Barber shop & beauty parlor
supplies—mfr. September 
Batteries, electrical—mfr. June 
Beverages, non-alcoholic—mfr. September 
Blankets—mfr. February 
Books—publishing June 
Books, school & college—pub. June 
Books—retail June 
Breweries September 
Bricks—mfr. March 
Brokers November 
Brooms & brushes—mfr. June 
Brush fibres—mfr. May 
Building contractors February 
Buttons—mfr. June 
Candy—mfr. April 
Candy—wholesale July 
Canning Mar. to May 
Canner’s equipment—mfr. September 
Canvas goods—mfr. November 
Cemeteries March 
Charitable institutions May or Nov. 
Clay & stone products—mfr. October 
Cleaning & dyeing establish­
ments November 
Clothing, men’s—retail January 
Clothing, work—mfr. July 
Club, women’s June 
Coal—mining Mar. to Apr. 
Coal—retail May 
Coal—wholesale April 
Coffee merchants May 
Colleges June 
Containers, paper—mfr. April 
Contractors, general February 
Copper products—mfr. June 
Cordage—mfr. September 
Corsets & brassieres—mfr. December
T rade or I n d u st r y C lo s in g  D a te ,  
L a s t  D a y  o f :
Corsets & brassieres—retail July
Cotton compresses July
Cotton gins June
Cotton plantations March
Cotton merchants July
Cotton goods, finished—mfr. September
Cotton seed crushers—mfr. June
Cotton seed oil—mfr. June
Crockery and glassware—mfr. January
Dairy & produce companies Feb. or Mar.
Dried fruits—packing May
Drugs—retail September
Drugs—wholesale June
Dry goods—retail January
Dry goods—wholesale November
Elastic webbing—mfr. June
Electrical appliances—retail June
Engines, gasoline— mfr. September
Engines, marine—mfr. September
Feed—mfr. May to June
Fertilizer—mfr. May to June
Filling stations September
Fisheries April
Florists—retail September
Flour—milling May to June
Foundries & machine shops January
Fraternal organizations August
Fruit & vegetable brokers June
Fur— mfr. March
Fur merchants January
Furniture— mfr. November
Furniture— retail June
Garages September
Garments, silk— mfg. November
Gasoline, refining October
General merchandise— retail January
Gift shops May
Glass—mfg. June
Gloves—mfg. November
Grain dealers June
Grain, mills & elevators May-June
Groceries—retail June
Groceries—wholesale June
Hairpins—mfg. May
Hardware— mfg. June
Harvesting machinery Aug. or Sept.
Hatcheries, chicken June
Hats— mfg. October
Hosiery— mfg. November
Hotels, residential June
Hotel, resort (closed part time) Last month 
of season
Hotels, transient or all-year Various mos.
resort except Dec.
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T rade or I n d u st r y  Closing  D ate , 
La st  D a y  o f :
Hunting & fishing clubs February
Ice, artificial—mfg. October
Insecticides—mfr. October
Jewelers—mfg. & silversmiths Nov. or Mar.
Jewelry & silverware—wh’sale Feb.-Mar.
Jewelry & silverware—retail January
Jute—mfg. August
Laundries June
Laundry equipment—mfg. July
Leather—mfg. October
Leather, artificial—mfg. October
Leather goods—retail January
Licorice—mfg. November
Lime—production November
Linens—mfg. October
Luggage—retail October
Lumber products—mfg. October
Mail order houses January
Marine contractors February
Mattresses—mfg. July
Meat, packing October
Millinery—retail June
Motion pictures, production August 
Motors, drills, etc., electrical
—mfr. September
Music—retail January
Musical Instruments—retail June
Newspapers August
Office buildings May
Office equipment—mfg. June
Office supplies—retail May
Oil, production June 
Oil field waste & salt water
disposal November
Oil well drilling contractors July
Oil well supplies December
Orange groves September
Pads, cotton & sisal—mfg. November
Paints & varnishes—mfg. November
Paper—mfr. April
Paper—wholesale June
Paper novelties—mfg. April
Paving contractors March
Photographers April
Pickled products, packers March
Plows & planters—mfg. June
Plumbers materials—wholesale February
Pneumatic machinery—mfg. April
Pottery—mfg. June
Poultry farms September
Poultry supplies—mfg. November
Printing equipment—mfg. August
Radio—mfg. Mar.-April
Radio—wholesale January
T rade or I n d u st r y  Closing  D ate , 
L a st  D a y  o f :
Radio—retail March
Railroads, street & interurban June
Railroad equipment—mfg. March
Ready-to-wear, ladies—retail January
Real estate—agencies September
Real estate holding companies September 
Refrigerating equipment—
mfg. Sept.-Oct.
Restaurants June
Rice, milling June-July
Roads machinery November 
Roofing & waterproof paper—
mfg. June
Rubber goods—mfg. October
Rubber tires—mfg. October
Rugs & carpets—mfg. June
Saddleries May
Salt—mfg. June
Schools, private June or Aug.
Screens, etc., mfg. June
Securities Exchanges September
Seeds, wholesale & retail June
Sewerpipe, mfg. October
Sheet metal—mfg. March
Shipbuilding June
Ship lines September
Shoes—mfg. October
Silk & rayon—mfg. May
Snapfasteners—mfg. June
Soap—mfg. June
Socks, infants’—mfg. July 
Soda fountain equipment—
mfg. September
Sporting goods—mfg. October
Stationery—retail June
Steel & iron products—mfg. June
Store fixtures—mfg. September
Stoves & furnaces—mfg. June
Sugar, beet—mfg. March
Sugar, cane—mfg. September
Sugar, refining September 
Sugar cane mill equipment—
mfg. June
Sulphur, refining March
Textile, cotton—mfg. September
Theatres, legitimate June
Theatre building ownership June
Tiles—mfg. September
Tobacco—mfg. February
Tobacco, plantations November
Tobacco, warehouses May
Toys, mfg. September
Toys, retail January
Underwear, knit—mfg. October
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Wall paper—wholesale June
Warehouses, cold storage March
Wharfs March
Wire & fencing—mfg. June
Wiring devices, electrical April
Woolens, mfg. Oct.-Nov.
Wrapping supplies, wholesale January
N a t u r a l  B u s in e s s  Y ear  for S oft 
D r in k  M a n u f a c t u r e r s
The natural business year council has 
released the following statement on the 
natural business year of the soft drinks 
manufacturing industry.
“The period, October 1st to September 
30th, is the best fiscal year for manufacturers 
of soft drinks. With some industries the cal­
endar year makes a satisfactory fiscal year; 
with others, seasonal factors make it advis­
able to adopt some other twelve-month pe­
riod as the measure of a complete cycle of 
operations. The soft drinks manufacturing 
industry very definitely falls within the lat­
ter class.
“The September 30th closing has been 
adopted, for obvious reasons, by such rep­
resentative companies as the Charles E. 
Hires Company, the Liquid Carbonic Cor­
poration and the Canada Dry Ginger Ale 
Company. At that date the peak of busi­
ness has passed with the summer months 
and thereafter all activities point to a new 
business year. On the basis of the results 
of the preceding season, merchandising plans 
are to be made for the following summer. 
Salesmen’s efforts are directed to the new 
season’s business. The office staff is rela­
tively free for the task of taking inventory 
and closing accounts, and the annual audit 
interferes least with productive activities. 
Inventories are lowest and the cash position 
best. Financial statements as of this date 
reflect the results of a complete natural 
cycle of operations and most accurately show 
the condition of the company.
“There may, of course, be special circum­
stances surrounding individual companies 
which make it desirable to adopt a fiscal year 
different from the one most advantageous 
to the members of the industry generally, 
but in the absence of such special circum­
stances, the advantages of operating on the 
‘natural business year’ of the industry are 
substantial. They have been set forth in 
detail by the natural business year council.”
ACCOUNTING FOR SAVINGS AND 
LOAN ASSOCIATIONS
A Standard Accounting Manual for 
Savings, Building and Loan Associations 
has recently been published by the 
American Savings and Loan Institute, 
national educational and research or­
ganization. The new manual supersedes 
the accounting manual and forms for 
federal savings and loan associations 
published earlier by that organization.
Early in 1935 the accounting division 
of the United States Building and Loan 
League undertook to prepare standard 
report forms for associations and later 
decided to combine with this work the 
development of a standard system of ac­
counting. The staff of the American 
Savings and Loan Institute prepared the 
details of the system of accounting and 
reports, with the advice of the account­
ing division of the league and the ac­
counting experts of the federal home 
loan bank board. The results were dis­
cussed in November, 1935, at a two-day 
conference at Cincinnati, attended by 
nearly one hundred savings and loan 
managers, supervisors and accounting 
experts. There was general agreement 
on the principles and most of the details 
now incorporated in the new manual.
The manual begins with a discussion 
of the necessity of accounting in the sav­
ings and loan association and the value 
of financial reports and ratios. It ex­
plains the fundamental principles of any 
accounting system and then describes 
the system devised for savings and loan 
associations.
The accounting system is outlined in 
great detail. It describes each item in 
the chart of accounts and discusses the 
proper accounting for all transactions 
which might be expected to occur in the 
conduct of a building or savings and loan 
association. It gives particular attention 
to transactions which are peculiar to this 
kind of enterprise. In doing so, it dis­
cusses problems of management and 
shows the relation between accounting 
and management. A section is devoted 
to the adaptability of the standard ac­
counting system to machine equipment, 
and the manual closes with instructions 
for installation of the system.
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WISCONSIN COURT UPHOLDS STATE 
ACCOUNTANCY ACT
Denial of a request for permanent in­
junction to restrain the Wisconsin state 
board of accountancy from enforcing the 
two-class restrictive act passed at the 
1935 session of the legislature (text of 
act reprinted in Institute Bulletin, De­
cember, 1935), was contained in a ruling 
of the circuit court of Dane County, 
Wisconsin, dated April 6, 1936.
The court indicated that the plaintiffs, 
who apparently would not suffer unreas­
onably through any of the provisions of 
the new act, being entitled to register 
under its provisions and continue to 
practice as before, could not legitimately 
complain in view of the rule of law that 
“ statutes are not to be declared uncon­
stitutional at the suit of one who is not 
a sufferer from their unconstitutional
provisions.......... ” The court indicated,
however, that the scope of proper exer­
cise of the police power of the state had 
been extended to include the public wel­
fare and general prosperity in a finan­
cial way and that when the appellate 
court has not specifically passed ad­
versely on the same legislation, and it is 
not clearly unconstitutional, and is leg­
islation concerning which a plausible 
and reasonable showing of validity can 
be made, the trial court should not pre­
sume to set it aside. The court in the 
present instance sustained a demurrer 
to the complaint.
The plaintiffs in the case were a group 
of public accountants, none of whom held 
a C.P.A. certificate, and their lengthy 
brief attacked the act on a number of 
points, among them the following: that 
the law constituted class legislation dis­
criminating in favor of certified public 
accountants and against public account­
ants; that the authority vested in the 
board of accountancy to pass on appli­
cants and issue certificates, to set reason­
able standards of professional conduct 
and to suspend and revoke certificates 
constituted a delegation of legislative 
powers; that the purpose of certain pro­
visions was to establish a monopoly and 
special privileges for certified public ac­
countants ; that the act was not a proper 
exercise of the police power, and that it
constituted an unlawful restraint on 
the rights of the public to contract for 
auditing services involving no element 
of danger to the public health, safety or 
welfare.
The plaintiffs referred to the fact that 
while there were believed to be 332 cer­
tified public, accountants in the state of 
Wisconsin, and about 600 practising ac­
countants who were not certified, the act 
limited membership on the board of 
accountancy to certified public account­
ants. They mentioned that certificates 
might be issued without examination to 
certified public accountants of other 
states, but that residents of Wisconsin 
could not obtain the certificate without 
sitting for examination. They claimed 
that the requirements governing issu­
ance of a certificate of authority to 
practise as a public accountant were 
arbitrary; for example, the requirement 
of four years’ experience in public prac­
tice prior to the date of application. The 
complaint referred also to a provision in 
the act requiring a certified public ac­
countant or a public accountant, when 
certifying financial statements, to dis­
close any financial interest in the client, 
or the fact, if it exists, that the account­
ant is an officer or employee of that 
client.
The Wisconsin Society of Certified 
Public Accountants and the Public Ac­
countants Association of Wisconsin filed 
a brief, as friends of the court, in de­
fense of the act. They emphasized the 
fact that the plaintiffs had no standing 
to attack the constitutionality of the act 
as a whole, because each of them be­
longed to the class which was granted 
by the new law the right to registration 
as a public accountant, and, therefore, 
by fulfilling the simple requirement of 
registration and payment of a nominal 
fee could continue practising public ac­
counting as in the past. The brief stated 
that it was a well-established principle 
of constitutional law that a person could 
not legitimately attack the constitution­
ality of a provision which did not affect 
him adversely.
The friends of the court also con­
tended that public accounting is a pro­
fession in which the public has such an
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interest as to warrant regulation of the 
type undertaken by the state. Numerous 
court decisions in various states were 
cited to uphold the contention that issu­
ance of C. P. A. certificates, aside from 
any restrictive feature, is constitutional. 
Turning to the restrictive feature of the 
present Wisconsin act, the friends of the 
court argued that in Wisconsin statutes 
and decisions there was ample precedent 
for regulation of activities as closely re­
lated to the financial well-being of the 
public as accountancy. Reference was 
made to Oklahoma, Illinois and Tennes­
see supreme court decisions in which 
restrictive accountancy laws enacted in 
those states had been held unconstitu­
tional, but it was said that these deci­
sions appeared not to be in harmony 
with the Wisconsin attitude toward reg­
ulation of professions and other occupa­
tions.
The last major point in the brief of 
the Wisconsin Society of Certified Pub­
lic Accountants and the Public Account­
ants Association of Wisconsin was to the 
effect that creation of a closed class of 
“ public accountants” and “ an open 
class of certified public accountants” 
does not offend against any constitution­
al rights. In support of this argument, 
statutes providing for the licensing of 
physicians, dentists, pharmacists, chiro­
practors, chiropodists and barbers were 
cited. The full text of the court’s ruling 
is as follows:
S t a te  of  W i s c o n s i n , I n  C ir c u it  C ou r t , 
D a n e  C o u n t y  
Edwin L. Wangerin, George Heiser, Jr., 
Ray M. Nosseck, William Sidney Schmidt,
Plaintiffs,
— vs—
Wisconsin State Board of Accountancy, 
et al.,
Defendants. 
Before Hon. A. G. Zimmerman, Judge.
R u l in g  O n  D e m u r r e r  
B y the Court:
This is a suit in equity to restrain the en­
forcement of chapter 481 of the laws of 1935 
because of alleged unconstitutionality with 
reference to certain powers granted to the 
board of accountancy interfering with the 
right of private contract and the right of 
private individuals to engage in their busi­
ness of public accountants.
Chapter 135 of the statutes of 1933 and 
theretofore for many years (amended and 
superseded by the law of 1935), was a regu­
latory act and provided in detail for a board 
of accountancy and its proceedings as to ex­
aminations and issuing and revoking of cer­
tificates to public accountants enabling them 
to do business as certified public account­
ants. It did not prevent any other public 
accountants to do business as an expert pub­
lic accountant but merely prevented such 
accountant from holding himself out as a 
certified public accountant.
The law of 1935 in general added consid­
erable detail some of which is alleged to be 
invalid, but the main change complained of 
is that in effect preventing any public ac­
countant from practising his calling unless 
he has placed himself under certain restric­
tions of the law as to the registration and 
furnishing satisfactory evidence of good 
moral character.
Incidentally, apparently the only part of 
the new law that affects the plaintiffs herein 
is that part of section 135.06 which provides 
for registration for a small fee and that the 
board must issue a statement of authority 
to practise as a “public accountant”,—
“to each individual, who applies before 
December 1, 1935, who presents evidence of 
good moral character satisfactory to the 
board and (a) who furnishes satisfactory 
evidence he was maintaining an office in the 
state for the practice of public accounting 
on his or her own account at the date of the 
taking effect of this chapter”, September 20,
1935.
So that as very little being apparently re­
quired of the plaintiffs by the new act to 
enable them to continue in their present pro­
fession as merely “public accountants”, and 
that little not seeming to be arbitrary or un­
reasonable, it would appear that there is 
little that they may legitimately complain of 
in view of the rule of law that,—
“Statutes are not to be declared unconsti­
tutional at the suit of one who is not a 
sufferer from their unconstitutional provi­
sions”,—
though there may be numerous grounds of 
attack present “even if well assigned,” that 
do not affect the complainants. State ex rel 
Kellogg vs. Curreus, 111 Wis. 431, 432.
On the general question as to whether this 
legislation is within or without the proper 
legislative exercise of the police power, which
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it seems is controlled in the main so far as 
here applicable, by the points as to whether 
the legislation is affected with a public in­
terest and as to whether it is not arbitrary 
or unreasonable, it is said in Nebbia vs. New  
York, 291 U.S. 502:
“It is clear that there is no closed class or 
category of business affected with a public 
interest, and the function of the courts in 
the application of the fifth and fourteenth 
amendments is to determine in each case 
whether circumstances indicate the challenged 
regulation as a reasonable exertion of gov­
ernmental authority or condemn it as arbi­
trary or discriminatory”.
While formerly the police power had to 
do more particularly with matters affecting 
the public health, morals, or safety, in a 
somewhat restricted sense, it now is held to 
go further and to include the public welfare 
and general prosperity in a financial way as 
well.
In Building Height cases 181 Wisconsin 
519, 522, on this line, the following is ap­
provingly quoted:
“ ‘The police power of a state embraces 
regulations designed to promote the public 
convenience or the general prosperity as well 
as those to promote public health, morals, or 
safety; it is not confined to the supression 
of what is offensive, disorderly or unsani­
tary, but extends to what is for the greatest 
welfare of the state’ ”.
Bacon vs. Walker, 204 U.S. 311; Chicago 
B. & Q. R. Co. v. People, 200 U.S. 561.
In view of many varying decisions, it may 
well be that a plausible showing may be 
made concerning the invalidity of this legis­
lation ; yet in view of the considerable 
similar regulatory legislation in this state 
affecting private business, it can hardly be 
argued with any force that this legislation is 
unreasonable or arbitrary.
And while it may be more or less effec­
tively set forth that the legislation largely 
affects private interests, and less effectively 
asserted not to be affected with a public in­
terest; still it would seem that there are 
altogether too persuasive indications of the 
legislation being very effectively imbued with 
highly important public interests justifying 
regulatory legislation and forbidding inter­
ference on constitutional grounds, when 
there is noted the great dependence of the 
public and its prosperity and welfare, upon
public accountants and their reports in con­
nection with the banking business, the ad­
ministration of the real-estate law, the public 
securities law, the great dependence thereon 
in the administration of the income-tax law, 
of the inheritance-tax law, and the great and 
almost only dependence of the great numbers 
of individual bond and stockholders upon 
public accountants for their knowledge of 
corporate businesses as to values of stocks 
and bonds that are now so numerously scat­
tered in small amounts among the public.
While similar laws have been held uncon­
stitutional in the states of Oklahoma, Illi­
nois, and Tennessee, yet the reasons for such 
holdings there given do not seem to be in 
harmony with the trend of similar legislation 
and holdings thereon in this state; and the 
court feels that as there appears to be no 
direct inhibition in the constitution itself or 
in our decisions against such legislation; and 
as it appears to come within Wisconsin’s 
more liberal and reasonable interpretation of 
the regulatory police powers of the state, 
that there is no clear and satisfactory show­
ing justifying interference with the act on 
constitutional grounds, especially considering 
the limited interests therein at this time of 
the plaintiffs in this action—the law ap­
parently enabling them to continue in their 
present business as public accountants by 
complying with slight and not unreasonable 
conditions.
It is not the province of the court—es­
pecially a nisi prius court—to endeavor to 
establish the unconstitutionality of legisla­
tion. On the contrary, it would seem to be 
its duty to uphold legislation if in any plau­
sible and reasonable view of the constitu­
tional provisions and court interpretations 
thereof it may be done.
And when the appellate court has not 
more or less specifically passed adversely on 
the same or similar legislation, and it is not 
clearly unconstitutional, and is legislation 
concerning which a plausible and reasonable 
showing of validity can be made, then it 
would seem that the trial court should not 
presume to set it aside.
The demurrer must therefor be sustained.
It is so ordered.
Dated A pril 6, 1936.
It is understood that the decision has 
been appealed to the Wisconsin supreme 
court, but it is not known when the hear­
ing before that body will take place.
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UNIVERSITY COURSE IN MACHINE 
ACCOUNTING
Frederic W. Kilduff, member of the 
American Institute of Accountants, will 
conduct what is believed to be the first 
university course in machine accounting, 
to be initiated at New York University 
in the fall term, 1936.
S. E. C. REPRESENTATIVE SPEAKS AT 
MEETING OF ACCOUNTANTS
Carman G. Blough, chief accountant 
of the securities and exchange commis­
sion, addressed members of the alumni 
association of Pace Institute at a meet­
ing on April 8th, urging that public ac­
countants cooperate with the commission 
in the improvement of corporate ac­
counting practices.
“ The accountants and the commission 
working at cross-purposes will accom­
plish little,’’ Mr. Blough said, “ and in 
my opinion, the cause of accountancy 
will suffer. On the other hand, if the ac­
countants and the commission cooperate, 
they can do much toward stamping out 
undesirable accounting practices and 
toward establishing accounting on a level 
that will merit the highest regard of 
those who have occasion to come in con­
tact with its practitioners.”
Mr. Blough presented a detailed out­
line of the acts which are under the 
supervision of the securities and ex­
change commission.
He stated that criticism had been re­
ceived from accountants of the amount 
of information required in the various 
financial statements which the commis­
sion requires for registration. This criti­
cism, he said, has been accompanied by 
“ protestations of inability to obtain the 
necessary information without undue 
hardship.”
" Questions and protests,"  Mr. Blough 
said, “ have been surprisingly few, in 
view of the large number of statements 
filed. I have the feeling that those reg­
istrants and accountants who have made 
up their minds that they will carry out 
the spirit of the act and of the commis­
sion in drafting the forms have not been 
seriously troubled by the requirements.”
AUDITS OF TRUST DEPARTMENTS 
OF NATIONAL BANKS
Under new regulations of the board 
of governors of the federal reserve sys­
tem, the directors of every national bank 
which has received permission to exercise 
fiduciary powers must, at least annually, 
make “ suitable” audits of all trust ac­
tivities or cause such audits to be made 
by auditors responsible only to the board 
of directors. These audits are to be in 
addition to the examinations by examin­
ers appointed by the comptroller of the 
currency or designated by the board of 
governors of the federal reserve system. 
This requirement is embodied in regu­
lation “ F ” which became effective on 
June 1, 1936. Following is the text of 
section 8 dealing with examinations of 
trust departments:
“In addition to examinations by examiners 
appointed by the comptroller of the cur­
rency or designated by the board of gov­
ernors of the federal reserve system, a com­
mittee of directors, exclusive of any active 
officers of the bank, shall, at least once during 
each period of twelve months, make suitable 
audits of the trust department or cause suit­
able audits of such department to be made 
by auditors responsible only to the board of 
directors, and shall, likewise at least once 
during each period of twelve months, ascer­
tain by thorough examination made or caused 
to be made by such committee—
“(1) Whether a review of all the assets in 
each trust as to their safety and current 
value and the advisability of retaining or dis­
posing of them has been made in accordance 
with section 6(c) of this regulation;
“ (2) Whether trust funds awaiting invest­
ment or distribution have been held unin­
vested or undistributed any longer than was 
reasonably necessary.
“Such committee shall promptly make a 
full report of such audits and examination, 
in writing, to the board of directors of the 
bank, together with a recommendation as to 
the action, if any, which may be necessary 
to correct any unsatisfactory conditions. The 
board of directors shall give due considera­
tion to such report and recommendation, to­
gether with the latest report of examination 
by the comptroller of the currency or exam­
iners designated by the board of governors 
of the federal reserve system furnished to
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the bank, and shall take such steps as are 
appropriate to correct any criticized matters. 
A report of the audits and examination re­
quired under this section, together with the 
action taken thereon, shall be noted in the 
minutes of the board of directors; and such 
report shall be made a part of the records 
of the bank.”
"THE AUSTRALIAN ACCOUNTANT"
The first issue of the Australian Ac­
countant, the official publication of both 
the Commonwealth Institute of Acount- 
ants and the Federal Institute of Ac­
countants, appeared on February 25, 
1936. The new journal succeeds the 
Commonwealth Journal of Accountancy 
and the Federal Accountant.
The leading article of volume I, No. 1 
of the new publication states:
“Two great institutes of accountants, each 
with a long and honorable service to the ac­
countancy profession and the commercial 
community in Australia, have joined forces 
in arranging for the publication of the 
Australian Accountant. In doing so they 
have been inspired by the desire to provide 
for their members a monthly journal which 
should be interesting, informative and help­
ful in improving the status of accountants in 
this country and raising, so far as is possible, 
the standards of practice and conduct in the 
profession.”
The Federal Accountant, publication 
of the Federal Institute of Accountants, 
was first published on January 1, 1916. 
The Commonwealth Journal of Account­
ancy, publication of the Commonwealth 
Institute of Accountants, appeared five 
years later. Negotiations to combine the 
two journals were opened on March 21,
1934, at a meeting of the general councils 
of the two institutes at Melbourne.
In order that the journal may properly 
serve not only both organizations but 
accountants in all parts of the com­
monwealth, correspondents are being 
appointed in all states composing the 
commonwealth. The first issue contains 
articles on general topics and sections 
devoted to particular subjects such as 
taxation, bankruptcy and law. In addi­
tion there are sections devoted to the 
activities of the two organizations.
"THE PLACE OF ACCOUNTANCY 
IN GOVERNMENT"
Lloyd Morey, of Urbana, Illinois, 
chairman of the special committee on 
governmental accounting of the Ameri­
can Institute of Accountants, delivered 
a series of addresses on “ The place of 
accountancy in government” from the 
University of Illinois radio station 
WILL during the month of April. The 
material for these addresses, according 
to Professor Morey, was drawn largely 
from studies made by the Institute’s 
committee and the national committee 
on municipal accounting, of which he is 
vice-chairman.
The first address dealt with govern­
ment as the nation’s largest business, in 
which each citizen is, in a sense, a share­
holder. Professor Morey stressed the 
need for adequate accounting for all 
governmental activities and informative 
reports to the public.
In his second address Professor Morey 
discussed the value of the budget sys­
tem, saying that the budget should be 
the “ heart of the financial system of any 
governmental body and should consti­
tute its fiscal program as well as its con­
stant guide in financial operations.” 
Stability of governmental finance, he 
said, can only be assured by strict ad­
herence to sound principles of public 
budgeting.
Professor Morey, in his third address, 
compared the operations of a govern­
mental body with those of a private en­
terprise and pointed out differences 
which necessitate variations in account­
ing procedure. He stated that indepen­
dent auditing is as desirable in the case 
of a governmental body as in the case of 
a private enterprise. Such audits should 
be made by certified public accountants 
and should conform to the standard 
audit procedure recommended by the na­
tional committee on municipal account­
ing. Auditors should be engaged on the 
basis of ability rather than on the basis 
of competitive bidding.
The fourth and last address dealt with 
ways by which private citizens can use 
their influence to bring about improve­
ment in the administration of the affairs 
of government.
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ANNUAL MEETING OF INSTITUTE OF 
CHARTERED ACCOUNTANTS
The 55th annual meeting of the Insti­
tute of Chartered Accountants in Eng­
land and Wales was held at the Hall of 
the Institute, London, on May 6, 1936.
In his report, A. E. Cutforth, presi­
dent of the Institute, commented upon 
the basis of remuneration in revenue 
cases, saying in part the following:
“In some professions — as, for example, 
that of estate agents—the principles of pay­
ment by commission and of ‘no cure no pay’ 
are recognized and necessary. Everyone is 
conversant with them in connection with the 
sales of property. But these principles are 
as a rule inappropriate in the case of our 
profession where our remuneration should 
have relation to the time involved, the skill 
displayed, the experience utilized, and the 
responsibility incurred. Specially are there 
inherent objections to them when applied to 
the results of negotiations with the inland 
revenue authorities incidental to the recov­
ery of income tax; every discerning account­
ant will appreciate this without my enlarging 
upon it.
“It is interesting to note that in the United 
States this matter has formed the subject of 
special treasury regulations. I f  remunera­
tion in such eases is arranged for on what is 
known as a ‘contingency basis,’ full particu­
lars of the arrangement must be disclosed 
to the revenue department in advance; and 
there are additional restrictions to which 
time does not permit me to allude.” (The 
council of the Institute of Chartered Ac­
countants, at a meeting in August, 1935, 
adopted a resolution disapproving the ac­
ceptance of engagements in inland revenue 
cases on a contingency basis.)
Mr. Cutforth referred to the possibil­
ity of further amendment of the Eng­
lish companies act and stated that a 
committee of the Institute had been col­
lecting data and sifting opinions in order 
that when the occasion arises the organi­
zation may be ready with concrete and 
well-considered recommendations. He 
mentioned one possible amendment which 
he said had, as far as he knew, never 
before been the subject of public com­
ment. He referred to an amendment to 
require an audit by local independent 
professional accountants of overseas
branches of companies subject to the 
companies act, having their principal 
offices in England. The auditors of such 
companies, he said, in most cases must 
depend on periodic reports received from 
foreign branches at the head office and 
take no responsibility for the correctness 
of statements dependent upon such re­
ports, qualifying their certificates to 
that effect.
“Twenty-five or thirty years ago,” said Mr. 
Cutforth, “professional accountants practis­
ing in countries overseas (exclusive of the 
United States and Canada) were very few; 
and local audits were, therefore, in most 
cases impossible. But the situation has vastly 
changed during recent times. Efficient firms 
of professional accountants are now estab­
lished in most of the civilized countries of 
the globe, although there will still be many 
instances where the geographical conditions 
are such as to make a local audit imprac­
ticable or unduly costly. It is a matter for 
consideration whether in the case of a com­
pany registered under the English companies 
act, whose operations overseas are substan­
tial, a local audit by independent professional 
accountants should not be made compulsory 
in the absence of a resolution by the share­
holders at each annual general meeting to 
the effect that in the circumstances of the 
company’s case a local audit is not expedi­
ent.”
CULTURE DECLARED A  REQUISITE 
FOR SUCCESSFUL PRACTICE
General culture should be recognized 
as a prerequisite to success in account­
ancy and other professions, B. W. Bours, 
secretary of the California state board of 
accountancy said in an address at the 
annual initiation banquet of the Univer­
sity of California chapter of Beta Alpha 
Psi, held recently.
Mr. Bours declared that the present- 
day standards of value make it difficult 
for a young man to place proper empha­
sis on cultural attainment. He said, how­
ever, that lack of cultural attainment is 
responsible for a large percentage of fail­
ures in the certified public accountant 
examinations, and that candidates for 
the certificate should consciously school 
themselves in good literature, good music 
and art.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from 
articles mentioning the American Insti­
tute of Accountants, which have appeared 
in the public press during recent weeks: 
A week of constant bombardment by busi­
ness and industry against President Roose­
velt’s new tax program apparently was be­
ginning today to have effect upon the senate 
finance committee, and indications were de­
veloping fast that the administration will 
have the fight of the year if it holds out for 
the plan, particularly the proposed new cor­
porate levy based solely on undistributed 
profits.
A substitute for the pending bill, includ­
ing a broader income tax base and a moderate 
levy on undistributed corporate income, was 
proposed to the committee by V. H. Stempf, 
of New York, in behalf of the committee on 
federal taxation of the American Institute 
of Accountants.
The Times, New York.
Continuation of the present form of taxa­
tion was urged today before the senate 
finance committee as representatives of the 
American Institute of Accountants termed 
the administration’s new 803 million dollar 
tax bill a hazardous adventure.
Victor H. Stempf, of New York, con­
demned the measure on almost every point 
and said: “The committee questions the ad­
visability of abandoning the existing form 
of corporate income tax which has taken 
more than twenty years to develop to a rea­
sonably fixed or determinable basis and con­
siders the adoption of the proposed form of 
taxation premature, hazardous and unduly 
complex.”
The News-Post, Baltimore.
Higher income taxes and a modification of 
the administration’s proposal for taxing un­
distributed corporate profits were recom­
mended to the senate finance committee to­
day by the American Institute of Account­
ants.
The Institute’s committee on taxation pro­
posed taxing undistributed profits “in a 
more simple and specific form” which he 
said “would avoid the entanglements inherent 
in the house bill.”
The American, Chicago.
By wisely yielding to the mounting volume 
of criticism against a corporation tax solely 
on undistributed profits, the administration 
has cleared the air. The senate finance com­
mittee is now free to draft an act which need 
do no more than embody the “general philos­
ophy” of a tax on undistributed profits. . . .
The primary requirement for a new bill 
is, of course, simplicity. . . .  As suggested 
by the American Institute of Accountants, 
taxes on undistributed profits should be 
levied on the excess of the net income over 
the sum of the corporate income tax and 
the dividends paid during the taxable year.
The Times, New York.
Severe criticism of the national admini­
stration’s tax bill, now pending in congress, 
was voiced by Robert H. Montgomery, New 
York, president of the American Institute of 
Accountants, at a joint meeting of the Indi­
ana Association of Certified Public Account­
ants and the Indianapolis chamber of com­
merce, in the Indianapolis Athletic Club, 
Saturday night.
The News, Indianapolis.
A major step in securities and exchange 
commission jurisdiction over the public util­
ity business has been completed and will be 
announced in the near future, according to 
reports at the S. E. C. today. The move 
would inaugurate federal control of the ac­
counting systems of mutual service companies 
and subsidiary service companies. The regu­
lation is under the public utility act of 1935.
Numerous conferences have been held by 
the S. E. C. with public utility officials, par­
ticularly from New York. Representatives 
of the American Institute of Accountants 
have also been consulted.
The Herald Tribune, New York.
Business concerns could greatly simplify 
accounting problems if they would employ a 
natural business year.
That was the message of John L. Carey, 
of New York, secretary of the American In­
stitute of Accountants, to Toledo certified 
public accountants who were guests of the 
Toledo chapter of the Ohio Society of Certi­
fied Public Accountants at a dinner in the 
Toledo Club last night.
The Times, Toledo.
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MEETINGS AND ELECTIONS
California State Society of Certified Public 
Accountants, Los Angeles Chapter
Date: April 13, 1936.
Place: Los Angeles.
Program: A review of news of finance, poli­
tics, accounting and taxation, by Ferron 
Andrus, assisted by Charles C. Cobun, 
John R. White and C. B. Sadler. 
Colorado Society of Certified Public Ac­
countants
Date: May 22, 1936, annual meeting.
Place: Denver.
Elections: President—Arthur L. Baldwin. 
Vice-president—Stanley V. Davies. 
Secretary-treasurer—Thomas E. Stanley. 
Assistant secretary-treasurer — Charles 
Dimler.
Directors—F. T. Brown, T. J. Witting,
D. McE. Watson and H. Brooks Davies. 
(William B. Paul, retiring president, 
also became a member of the board of 
directors.)
Illinois Society of Certified Public Account­
ants
Date: May 12, 1936.
Place: Chicago.
Speaker: J. M. Bowlby, “Recent develop­
ments and trends in accounting for pub­
lic utilities.”
Indiana Association of Certified Public Ac­
countants
Date: May 9, 1936, annual meeting.
Place: Indianapolis.
Speakers: John W. Kern, mayor of Indi­
anapolis, address of welcome.
Robert H. Montgomery, of New York, 
president of the American Institute of 
Accountants, “Independence,” and also 
“Federal Taxes.”
Elections: President—Joseph B. Baerncopf, 
of Indianapolis.
Vice-president—O. C. Herdrich, of In­
dianapolis.
Secretary—John S. Lloyd, of Indianap­
olis.
Treasurer—A. R. Chapman, of Indian­
apolis. (Mr. Chapman was presented 
with a traveling case in recognition of 
ten years of service as treasurer of the 
society.)
Auditor—Floyd H. Kirlin, of Indianap­
olis.
Directors—W. M. Madden, E. E. Thomas 
and J .R. Wharton.
Society of Louisiana Certified Public Ac­
countants
Date: May 4, 1936, 25th anniversary.
Place: New Orleans.
Speakers: William D. Morrison, of Denver, 
president of the American Society of 
Certified Public Accountants, “The his­
tory of the public accounting profession 
in the United States.”
George A. Treadwell, of New Orleans, 
toastmaster, “The history of the Society 
of Louisiana Certified Public Account­
ants.”
Douglas S. Anderson, acting president 
of Tulane University.
Very Reverend John W. Hynes, presi­
dent of Loyola University, New Orleans. 
James B. Trent, dean of the college of 
commerce, Louisiana State University.
Maryland Association of Certified Public 
Accountants
Date: May 12, 1936, annual convention. 
Place: Baltimore.
Speaker: J. Richard Wilson, member of the 
Maryland board of examiners of public 
accountants, “Accountancy as a profes­
sion.”
Massachusetts Society of Certified Public 
Accountants
Date: May 25, 1936, annual meeting.
Place: Boston.
Elections: President—Earle M. French. 
Vice-president—Arthur W. Yardley. 
Secretary—J. Harold Stewart.
Treasurer—John F. Clarke.
Auditor—Harry I. Kessler.
Minnesota Society of Certified Public Ac­
countants
Date: April 28, 1936.
Place: Minneapolis.
Speaker: Harold L. Henderson, director of 
the Minnesota Institute for Govern­
mental Research.
Missouri Society of Certified Public Ac­
countants, St. Louis Chapter
Date: May 21, 1936, annual meeting. 
Elections: President—Daniel M. Sheehan. 
First vice-president—Oscar E. Fischer. 
Second vice-president—Leslie J. Meyer. 
Secretary—L. J. Kerber.
Treasurer—Robert C Mare.
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New Jersey Society of Certified Public 
Accountants
Date: May 18, 1936.
Place: Newark.
Speaker: Robert H. Montgomery, of New 
York, president of the American Insti­
tute of Accountants, “Independence.” 
Elections: President—Julius E. Flink, of 
Newark.
First vice-president—John A. Conlin, of 
Newark.
Second vice-president—George H. Kings­
ley, of Hackensack.
Secretary—Theodore Krohn, of Newark. 
Treasurer—Andrew B. Fielding, of Glen 
Rock.
Trustees—for two years.
Frederick Banks, of Trenton.
Harold A. Eppston, of Newark.
Peter C. Wiegand, of Montclair.
Arnold B. Rosenthal, of New Brunswick. 
Robert F. Tillison, of Bogota.
For one year
William F. Ackerson, of Newark.
New York State Society of Certified Public 
Accountants
Date: May 11, 1936, annual meeting.
Place: New York.
Speaker: Judge Moses H. Grossman, a 
founder of the American Arbitration 
Association, “Commercial arbitration.” 
Elections: President—James F. Hughes, of 
New York.
First vice-president—Morris C. Troper, 
of New York.
Second vice-president — V i c t o r  H. 
Stempf, of New York.
Secretary—William R. Donaldson, of 
New York.
Treasurer—Archie F. Reeve, of New 
York.
Albany Chapter
Date: May 13, 1936, annual meeting. 
Elections: President—John J. Magilton. 
Vice-president—William J. Nusbaum. 
Secretary—Eugene J. Steiner.
Treasurer—Irving L. Simon.
Rochester Chapter
Date: May 12, 1936, annual meeting.  
Elections: President—Glenn O. Williams. 
Vice-president—James L. Roth will. 
Secretary—Rupert G. Fain.
Treasurer—Robert T. Morrow.
Ohio Society of Certified Public Account­
ants
Cincinnati Chapter
Date: May 6, 1936.
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of 
Accountants.”
Cleveland Chapter
Date: May 11, 1936.
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of 
Accountants.”
Columbus Chapter
Date: May 4, 1936.
Speakers: E. A. Cole and S. J. Bowers, of 
the Ohio state tax commission, “The 
Ohio ‘use’ tax law.”
John L. Carey, secretary of the Ameri­
can Institute of Accountants, “Activi­
ties of the American Institute of Ac­
countants.”
Dayton Chapter
Date: May 5, 1936, annual meeting. 
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of 
Accountants.”
Elections: President—J. A. Hawk. 
Vice-president—Frank R. Somers. 
Secretary-treasurer — William P. Hol­
linger.
Toledo Chapter
Date: May 8, 1936.
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of 
Accountants.”
Pennsylvania Institute of Certified Public 
Accountants, Philadelphia Chapter 
Date: May 20, 1936, annual meeting. 
Speaker: Robert H. Montgomery, of New 
York, president of the American Insti­
tute of Accountants, “Independence.” 
Washington Society of Certified Public 
Accountants
Date: May 8, 1936, annual meeting.
Place: Seattle.
Elections: President—Neil Sexton. 
Vice-president—Louis E. Smith. 
Secretary and treasurer—Max Isom. 
Directors—Max Isom, James M. McCon- 
ahey and Louis E. Smith.
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ANNOUNCEMENTS
A. B. Baker announces the removal of his 
office from 626 Renkert Building to 312 New 
Vicary Building, Canton, Ohio.
M. F. Eldridge and Earl G. Teeter an­
nounce the formation of M. F. Eldridge & 
Associates, with offices at 4753 Broadway, 
New York.
William E. Eppler, William D. Shay, H. 
Rufus Eppler, Edwin D. Frost and Ernest 
R. Wildbrett, formerly of Eppler, Botz & 
Sangster, announce the formation of Eppler 
& Company, with offices at 31 Nassau street, 
New York, New York.
Gano & Cherrington, of Cincinnati, an­
nounce the withdrawal of L. H. Willig from 
the partnership as of May 31, 1936. The 
remaining partners will continue the practice 
under the same name.
John B. Allred, of Wichita Falls, Texas, 
spoke at a meeting of the University of 
Texas chapter of Beta Alpha Psi, honorary  
accounting fraternity, May 13th, on “Ac­
countancy examinations.” On the following 
day Mr. Allred addressed students of the 
school of business administratoin of the 
university on “Accountancy as a profession.”
E. C. Boye, of Kansas City, addressed the 
joint annual meeting of the councils of the 
Missouri Bankers Association and the Kan­
sas Bankers Association, May 4th, on income- 
tax problems peculiar to banks.
Anson Herrick, of San Francisco, on April 
23rd addressed the convention of the associa­
tion of western hospitals at San Francisco on 
the subject “Should voluntary hospitals 
change their credit systems?”
J. Gordon Hill, of San Francisco, recently 
addressed the third annual joint convention 
of the California Retail Jewelers Association 
and the Horological Association of California 
at San Francisco on the subject “Taxation 
and taxes.”
William F. Loflin, of Columbus, Georgia, 
has been made secretary and treasurer of the 
18th district of Lions International.
James E. McMullen, of Denver, has been 
appointed president of the Denver junior 
chamber of commerce.
Frank C. Nelson, of San Francisco, re­
cently spoke at a meeting of the Independent 
Bankers Association of central California on 
“California payroll taxes.”
W. E. Pollard, of Rockford, Illinois, ad­
dressed members of the Young Lawyers 
Association at a meeting held at Rockford 
on June 3rd. His subject was “Cooperation 
between lawyers and certified public account­
ant.”
Clarence L. Turner, of Philadelphia, has 
been appointed to the committee on taxa­
tion and expenditures of the Pennsylvania 
state chamber of commerce and to a similar 
committee of the Philadelphia chamber of 
commerce.
O. V. Wallin, of Philadelphia, spoke on 
the subject of “Business taxation” at a meet­
ing of the Rotary club of Lebanon, Penn­
sylvania, held on May 12th.
H. J. Williams, of New Orleans, has been 
elected vice-president of the civic bureau of 
the young men’s business club.
32
Bulletin
OF THE
American Institute of Accountants
No. 147 July 15, 1936
Annual Meeting 
“ One National Organization”
Election of Members 
Public Utility Accounting 
Revenue Act of 1936 
Natural Business Year 
Announcements
COPYRIGHT 1936 BY AMERICAN INSTITUTE PUBLISHING CO., INC. 
135 CEDAR STREET, NEW  YORK, N . Y.
Published Monthly
15 CENTS A COPY : $1.00 PER ANNUM
A M E R I C A N I N S T I T U T E  O F  A C C O U N T A N T S  
o f f ic e r s— 1935-1936
P r e s id e n t .............. .......................... ....... R o b e r t  H. M o n t g o m e r y
V ic e - P r e s id e n t s
 W i l l i a m  B. F r a n k e  
 N o r m a n  L . M c L a r e n
T r e a s u r e r ............. ..................................................A r t h u r  W . T e e l e
E d ito r ...................... .................................................... A .  P. R ic h a r d s o n
S e c r e t a r y .............. ..........................................................J o h n  L . C a r e y
AMERICAN INSTITUTE OF ACCOUNTANTS
tentative p r o g r a m  fo r  a n n u a l  
MEETING OF INSTITUTE
A tentative program for the annual 
meeting of the American Institute of 
Accountants, to be held at the Baker 
hotel, Dallas, October 19-22, 1936, has 
been arranged by the committee on 
meetings. This program is still subject 
to change and incomplete in many de­
tails. Plans for the meeting, however, 
are rapidly maturing, and further an- 
nouncements will soon be made.
B u s i n e s s  P r ogram  
On Monday, October 19th, there will 
be a regular meeting of the council. In 
addition, there will be a meeting of the  
advisory council of state society presi­
dents, as well as a meeting of representa­
tives of state accountancy boards.
The general session will convene on 
Tuesday, October 20th, at 9 :30 A.M. 
with the invocation, the address of wel­
come, the president’s address and the 
submission of annual reports. In addi­
tion to the president’s address, there 
will be three addresses during the day. 
During the forenoon of Wednesday, 
October 21st, there will be four round­
table discussions. The Texas Society of 
Certified Public Accountants will also 
meet on Wednesday, possibly during the 
forenoon. It is hoped that Wednesday 
afternoon and evening can be devoted 
entirely to recreation.
The general session will convene on 
Thursday, October 22nd, at 9 :30 A.M. 
for the election of officers and for other 
business. Following the transaction of 
business, there will be two addresses be­
fore luncheon and immediately after 
luncheon there will be two round-table 
discussions. A meeting of the council 
will be held at 3 :30 P.M.
A d d r e s se s  
Henry H. Heimann, executive man­
ager of the National Association of 
Credit Men, has accepted an invitation 
to speak on a subject to be selected by 
him. Subjects which the committee 
hopes may be dealt with in four 
other addresses are: “ Advantages and 
disadvantages of consolidated state­
ments,” “ Are present forms of financial 
statements satisfactory?”, “ Social se­
curity laws,” and “ Revenue act of 
1936.”
R o u n d -T a b l e  D is c u s s io n s  
Subjects to be dealt with at six round­
table discussions are: “ Accounting 
problems of the oil and gas industry” ; 
the Institute’s bulletin, Examination of 
Financial Statements by Independent 
Public Accountants; “ S. E. C. forms and 
requirements related to accounting,"  
“ Training of certified public account­
ants,” “ Variation in requirements as 
between industries for fixed and work­
ing capital,” and “ To what extent is 
reinvestment of earnings compulsory and 
what are the results of failing to recog­
nize these requirements?”
E n t e r t a i n m e n t  P rogram  
A reception for members and ladies 
is planned for Monday evening, October 
19th. On Tuesday there will be a lunch­
eon and bridge party for the ladies and 
a luncheon for the men. On Tuesday 
evening there will be a dinner dance.
On Wednesday morning the golf and 
tennis tournaments will be held. Wed­
nesday has been officially designated as 
‘ ‘ American Institute of Accountants 
Day” at the Texas centennial exposi­
tion and no activities away from the 
exposition will be scheduled for Wed­
nesday afternoon and evening, so that 
members, guests and ladies may have an 
opportunity to visit the exposition.
On Thursday there will be a luncheon 
for the ladies and the annual banquet 
will be held that evening. There will be 
dancing following the banquet.
H o t e l  R e s e r v a t io n s  
In view of the probable scarcity of 
hotel accommodations due to the Texas 
centennial exposition, members of the 
Institute who plan to attend the an­
nual meeting at Dallas, October 19th to 
22nd, 1936, are urged to make their res­
ervations as early as possible at the 
Baker hotel, which will be headquarters. 
A schedule of rates at which accommo­
dations will be available was published 
in the Bulletin for April 16, 1936.
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T r a n s p o r t a t io n
Arrangements have been made for a 
special train from St. Louis to Dallas 
for members of the Institute, their fami­
lies and guests who will attend the an­
nual meeting. Special cars will also be 
provided from Chicago, Boston, New 
York, Philadelphia and other points, 
provided the number of passengers is 
sufficient, which will arrive at St. Louis 
in time for their occupants to join the 
special train. Arrangements may be 
made through a local representative of 
the railroads named or through the offi­
ces of the Institute.
There are special rates offered in con­
junction with the Texas centennial ex­
position at Dallas. These result in sub­
stantially the same savings as those ef­
fected by so-called “ convention rates,” 
which are not now allowed by passenger 
associations, due to the reduction in 
fares ordered by the interstate commerce 
commission.
On page 28 of this Bulletin  is a chart 
showing times of departure of trains 
from the several principal points based 
on present schedules, which are subject 
to change. Train and Pullman rates are 
also indicated.
REGULATION OF PRACTICE BEFORE 
FEDERAL DEPARTMENTS
In the Bulletin  of the Institute for 
April, 1936, it was reported that senate 
bill 2512, amending house bill 11663, 
known as the Smith lobbyist bill, had 
been passed and would be referred to a 
conference committee of house and sen­
ate. The report of the conference com­
mittee was rejected by the house of rep­
resentatives on June 17th. A senate 
amendment thereto was tabled on the 
same day, and prospects for passage of 
this measure by the seventy-fourth con­
gress were thus ended.
The conference report had apparently 
eliminated those features which it was 
thought might adversely affect the prac­
tice of certified public accountants rep­
resenting their clients before govern­
ment departments. The Institute, to­
gether with other professional bodies, 
protested certain provisions of the bill 
at hearings in July, 1935.
"ONE NATIONAL ORGANIZATION"
In accordance with the instructions of 
the council at its meeting on April 13th, 
the executive committee of the Ameri­
can Institute of Accountants met with 
the executive committee of the Ameri­
can Society of Certified Public Account­
ants on June 23rd in an attempt to rec­
oncile the ideas of the two organizations 
with regard to the possibility of a mer­
ger. As a result of that meeting a plan 
was adopted by which, in the event of 
a favorable vote by a majority in each 
organization, the merger may be effected 
immediately, and all points upon which 
agreement has not yet been reached may 
be settled by a vote of the membership 
of the Institute after the merger has 
taken place.
The decision reached is consistent with 
the action of the Institute at its annual 
meeting at Boston last October approv­
ing a plan of merger providing for sub­
sequent settlement of points upon which 
there had not yet been a meeting of 
minds between the two organizations. It 
is also consistent with the opinions of 
the majority of the state societies as ex­
pressed through the advisory council of 
state society presidents just before the 
meeting of June 23rd.
The plan adopted at the meeting was 
put into effect immediately. It entailed 
the submission of a ballot to the entire 
membership of both the Institute and the 
Society calling for an answer to the fol­
lowing questions:
1. Do you favor an immediate consolida­
tion of the Institute and the Society?
2. Do you favor the submission of an 
amendment to the individual members 
after the merger proposing to change 
the name of the Institute to the Ameri­
can Institute of Certified Public Ac­
countants?
3. Do you favor the submission of amend­
ments to the individual members after 
the merger proposing methods of re­
gional representation which will in­
clude, among others, a proposal to 
divide the country into districts, and 
give the members of the Institute in 
such districts full control over the 
nomination and election of members of 
the council from such districts?
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It was stated on the ballot that a ma­
jority vote of the members of each or­
ganization in favor of question 1 ac­
companied by a proxy for use at the 
annual meeting of the Institute at Dal­
las in the event the member did not at­
tend, would carry with it authorization 
to the respective executive committees 
immediately to complete the merger 
under the plan of September 21, 1935, 
suggested jointly by the American In­
stitute of Accountants special committee 
on cooperation with other organizations 
and the American Society of Certified 
Public Accountants special committee on 
one national organization. This was the 
plan approved at the annual meeting of 
the Institute at Boston.
Eighty-five per cent. of the votes 
which have so far been received by the 
Institute are in favor of all three propo­
sitions. The executive committee of the 
Institute urges each member to record 
his vote on this question which is con­
sidered to be of paramount importance 
not only to the future of the Institute 
but to the future of the accountancy pro­
fession in the United States.
NEW YORK MANAGEMENT COUNCIL
The American Institute of Account­
ants has accepted an invitation to par­
ticipate in the New York Management 
Council, an organization representing a 
number of management and engineering 
societies. Its purpose is to arrange 
joint meetings which the members of 
the participating groups may attend.
It is expected that the cooperative 
activities of the council may result in 
larger audiences and, therefore, more 
prominent speakers at the joint meet­
ings. Overlapping in the programs of 
meetings now arranged by groups with 
similar objectives may also be avoided. 
It has been pointed out that persons 
prominent in management, engineering 
and accounting circles are often called 
upon to address several groups on the 
same subject. Through the efforts of 
the management council unnecessary 
duplication of effort may be avoided. 
The secretary of the Institute has been 
designated by the executive committee 
as its representative on the council.
DEVELOPMENT OF THE INSTITUTE
A subcommittee of Milwaukee mem­
bers of the American Institute of Ac­
countants has been formed, with the ap­
proval of the president, by Carl Penner, 
member of the special committee on de­
velopment of the Institute. The mem­
bers of the subcommittee are Mr. Pen­
ner, chairman, Hugh A. Sinclair and 
Chester R. Macklin.
ELECTION OF MEMBERS
Seventy-eight applicants for admis­
sion to the Institute whose election was 
recommended by the board of examin­
ers and approved by the council by mail 
ballot have, in the absence of protest, 
been declared elected by the president. 
Sixty-six of the applicants are admitted 
as members and twelve as associates. In 
addition three associates are advanced 
to membership.
Following are the new members and 
associates:
A d m it t e d  a s  M e m b e r s  
T. Coleman Andrews, Richmond 
Solomon R. Baker, Worcester 
Ralph Bayfield, Philadelphia 
John Berg, Washington, D. C.
Oscar J. Bernstein, Washington, D. C. 
Fillmore R. Bloomburg, Philadelphia 
Richard L. Brining, St. Louis 
William H. Carney, New York 
James Clarke, Pittsburgh 
Orlando H. Cloud, Jr., Philadelphia 
Emil W. Colley,* Philadelphia 
Roger W. Cole, Lakeland, Fla.
John J. Cordner, New York 
W. M. Coursen, New York 
Henry M. Cryer, Cleveland 
Albert Dixon, Jr., Hartford 
Leslie C. Dodge, Spartanburg, S. C. 
Hallie J. Ensign, Cleveland 
Julius J. Epstein, New York 
Samuel L. Epstein, New York
E. S. Evans, Lima, Ohio 
Edward D. Flaherty, New York 
Julius E. Flink, Newark 
Martin J. Gauger, Philadelphia 
Edward Gibbs, Jr., Boston 
Raymond M. Greer, New York 
Abraham S. Hottel, Jr., Philadelphia 
Thomas A. Houlihan, Fort Wayne
* Announced as a candidate in the supplement to the 
Bulle tin  of June 15, 1936, as Emil W. Colamosca.
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Albert L. Jonah, New York 
Fletcher O. Johnson, Seattle 
Marvin P. Kahl, Indianapolis 
Charles Kramer, Union City, N. J.
A. A. Lally, New York
John O. Latta, Chicago
John E. Lawlor, New York
Jerome Malevanchik, St. Louis
Jesse W. Martin, Philadelphia
Renwick S. McIver, Philadelphia
John A. McManus, Jr., Kansas City, Mo.
James P. McNulty, Baltimore
Clyde M. Noble, Boston
George W. O’Neil, New York
Julian O. Phelps, New York
Glenn O. Petty, Philadelphia
Paul W. Pinkerton, Pittsburgh
Lester A. Pratt, Washington, D. C.
George S. Rieg, Chicago
Robert B. Riordon, Chicago
Harold Rives, St. Louis
Charles D. Rudolph, Philadelphia
Clarence A. Schommer, Chicago
Oliver W. Seifert, Cincinnati
Terence T. Shaw, New York
Edward A. Sippel, Chicago
Alden C. Smith, New York
Frederic H. Smith, Kansas City, Mo.
Frank E. Soule, Hartford
Andrew F. Spatzier, New York
Charles E. Stevens, Indianapolis
Mendel J. Stillman, New York
Charles W. Swormstedt, Cincinnati
Einar W. C. Sundberg, Worcester
Norman H. Tracy, Chicago
Roy A. Turner, Denver
William B. Ward, New York
Wilmer D. Zirkle, New York
A d m it t e d  a s  A sso c ia t e s  
James G. Allen, New York 
Cyril N. Angell, Boston 
Herman W. Bevis, New York 
Michael G. Emin, Newark 
Raymond G. Hiscox, Cleveland 
Robert A. Mitchell, San Francisco 
Theodore C. Peterson, San Francisco 
Carl W. Steiss, Cleveland 
Ira J. Varnedoe, Jacksonville, Fla.
Robert E. Wandtke, Chicago 
Franklin C. Weber, Buffalo 
Sherman M . Wyman, San Francisco 
A d v a n c e d  to  M e m b e r s h ip  
Otto M. Cartall, St. Louis 
Joel D. Harvey, Boston 
Jesse R. Randall, Spokane
PUBLIC UTILITY ACCOUNTING
The federal power commission on July 
1st made public a uniform system of 
accounts prescribed for public utility 
companies and licensees subject to the 
provisions of the federal power act. The 
new system is to take effect on January 
1, 1937. In announcing this system of 
accounts, the commission said in part the 
following:
“The general purpose of the new system 
of accounts is to require public utilities and 
licensees subject to the commission’s juris­
diction to keep currently and to maintain 
uniformly accounts and records of transac­
tions which will aid the commission in the 
exercise of its regulatory functions and lay 
a foundation for the compilation of sta­
tistical and other data which will be useful 
in the administration of the federal power 
act and for the purpose of securing infor­
mation necessary and appropriate for rec­
ommending legislation.
“As compared with most systems of utility 
accounts now in effect, it is more definite and 
positive in its provisions and leaves less op­
portunity to the management for the exer­
cise of judgment and discretion in the matter 
of substance of accounts and records. It 
provides for the keeping of accounts accord­
ing to procedure which should result in mak­
ing available to regulatory bodies, investors, 
and the interested public, vital information 
that has not always been readily obtainable 
heretofore.”
The American Institute of Account­
ants special committee on public utility 
accounting, in compliance with a request 
by the commission, studied an early 
draft of this system of accounts and 
made certain recommendations in the 
form of a memorandum submitted on 
April 1st. This is quoted in full as fol­
lows :
F ed er a l  P o w e r  C o m m is s io n ,
W a s h in g t o n , D. C.
Dear Sirs:
In response to your invitation, we have re­
viewed, in a general manner, the tentative 
draft dated December 31, 1935, of a uniform 
system of accounts prescribed for public 
utilities and licensees subject to the provi­
sions of the federal power act. In making 
this review it seemed proper that our atten­
tion and comments should be confined to the
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broad principles underlying the proposed sys­
tem of accounts, leaving to officers and em­
ployees of the utilities and licensees affected 
the more intensive consideration of the de­
tailed provisions thereof.
In determining whether a system of ac­
counts meets the requirements of a given 
industry, it seems to us of primary im­
portance to consider the general purposes 
to be served thereby. We consider it fun­
damental that the accounts of public utility 
companies, like other enterprises, should 
have for their primary purpose the recording 
of transactions in accordance with accepted 
accounting principles in such manner as to 
make readily available the financial condi­
tion of the companies and the results of their 
operations. While we recognize that ac­
counting systems for public utilities should 
be so devised as to permit the compilation, 
promptly and at reasonable expense, of such 
information as may be required by federal 
and state regulatory bodies, we consider this 
to be a secondary function. In the uniform 
system of accounts proposed by your com­
mission, we are impressed with the extent 
to which all other interests have been sub­
ordinated to the requirements peculiar to 
rate-making and regulation. We, therefore, 
submit that the proposed procedure should 
be revised to eliminate the provision for day- 
to-day statistical information required for 
special purposes and at irregular intervals 
and permit this to be developed as the need 
therefor arises.
“ O r ig in a l  C o st”
It also appears to us that the classifica­
tion, in common with other classifications re­
cently proposed by other regulatory bodies, 
seeks to enforce particular theories of rate- 
making principles in advance of the recog­
nition of these principles by the courts. The 
reflection of certain of these theories results 
in provisions which are contrary to accepted 
accounting principles, adherence to which is 
the principal concern of the accounting pro­
fession. An outstanding example of such de­
parture is the provision requiring a cor­
poration to record its properties, not at cost 
to itself but at cost to some predecessor 
owner at the time the property was first de­
voted to public use. This proposal is so far 
removed from accepted principles of ac­
counting that we fail to see any warrant for 
its inclusion in a system intended primarily
to meet the corporate needs of the utilities. 
The history of the development of the in­
dustry is one of gradual absorption of small 
units into larger coordinated systems. The 
records of the original owner were usually 
poorly kept and, in many cases, are no longer 
in existence. To use these records, even where 
available, as a basis of property accounting 
would perpetuate all of the accounting er­
rors of the former owners. The forcing of 
utility companies to divide the cost to them 
of their properties, so as to show the original 
cost, would serve no useful purpose which 
could not be as well served by a memorandum 
record and, in our opinion, such a division 
would actually be misleading. We believe 
that it would be the general inference that 
the difference between the cost of property 
to the reporting company and the original 
cost thereof represented an asset of doubt­
ful merit. While it is recognized that the 
cost of public utility property when first 
devoted to public use, is valuable collateral 
evidence in connection with the finding of 
value for rate-making purposes, it is not, 
however, the only measure of value nor one 
to which the courts have assigned predomi­
nant weight. The investment of the present 
owner, the cost of reproduction, and the 
present value are all relevant factors which 
are entitled to consideration, but it is ob­
viously impossible for a public utility to re­
flect all of these factors in its accounts. We 
suggest, therefore, that there is no justifica­
tion for a provision which forces public 
utility companies to depart from accepted 
accounting principles in the recording of the 
actual cost to them of the properties owned.
R e h a b il it a t io n  C o s t  
Another departure from accepted account­
ing principles, in our opinion, is the pro­
vision for rehabilitation of purchased prop­
erty, which provides that, “if structures and 
equipment . . . .  are in such physical con­
dition when acquired that it is necessary 
substantially to rehabilitate them in order to 
bring the properties up to the standards of 
the utility,” then such rehabilitation cost shall 
be accounted for in the same manner as in 
the ease of property originally constructed 
and owned by the utility. This provision 
ignores the fact that a new owner has come 
into possession of the property. Rehabilita­
tion expenditures by such new owner, to 
overcome, for example, a condition created
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by inadequate maintenance on the part of a 
previous owner, would logically represent ad­
ditional capital outlays for the reason that 
it is to be assumed that the condition of the 
property will have been taken into considera­
tion in the purchase price.
“ S t r a ig h t -L i n e ” D e p r e c ia t io n  
Another provision of the proposed system 
of accounts, which is of fundamental im­
portance, is that relating to “straight-line” 
depreciation. It is not the purpose of this 
letter to discuss the merits or demerits of the 
several recognized methods of depreciation 
accounting; the arguments for and against 
straight-line depreciation are so well known 
that they do not require repetition. We shall 
rather attempt to point out some of the 
practical considerations which would lead 
us to counsel against the introduction of such 
a drastic change in the long-established ac­
counting practice of an industry. Utilities, 
generally, (with the exception of telephone 
companies) have, over an extended period, 
followed the retirement method of account­
ing, a method permitted by many state com­
missions and one which has seemed pe­
culiarly suited to the industry, in view of 
the system of rate regulation as it has de­
veloped through successive decisions of the 
supreme court. Accountants, perhaps more 
than any other body dealing with utilities, 
recognize the abuses to which this method 
has been subjected and would welcome a 
strengthening of regulations with a view 
to securing not only uniform application 
but also adequate provision for retirements 
as they become necessary, and the accumu­
lation of a reserve which would reason­
ably measure the existent depreciation of 
the property, as determined for rate-making 
purposes. We regard this approach to the 
problem as preferable to the institution of 
compulsory straight-line depreciation. Pro­
vision for depreciation, to have any mean­
ing, can be made only out of earnings and, 
these being subject to regulation, it follows 
that corporate earnings cannot equitably be 
charged with depreciation on a basis totally 
unrelated to that used in determining the per­
mitted rates which produce such earnings. 
Failure to recognize this principle will, in 
our opinion, lead to serious and harmful 
confusion in corporate accounts and finance 
and we can only conclude that the intro­
duction of compulsory straight-line deprecia­
tion should not be undertaken in advance of 
general acceptance of the method for rate 
regulation purposes, not only by state com­
missions but by the courts of final appeal.
U n if o r m it y  of  R e g u l a t io n s
Another matter which seems to us to merit 
serious consideration by your commission is 
the fact that various other regulatory bodies 
have uniform systems of accounts for public 
utilities in process of preparation. We re­
spectfully suggest that a cooperative pro­
gram between the federal power commission, 
the securities and exchange commission, the 
federal communications commission, the in­
terstate commerce commission and the Na­
tional Association of Railroad and Utilities 
Commissioners, in developing a sound and 
practical uniform system of accounts for the 
utility industry, would be very much in the 
interest of all parties concerned. It is ob­
vious that much confusion and expense would 
be avoided by the adoption of the same 
system  of accounts by all of these bodies and 
it would seem reasonable to expect that the 
promulgation of such a system would be fol­
lowed by its adoption by the public service 
commissions of most of the states.
In the foregoing paragraphs we have 
touched upon only those matters which seem 
to us to be of fundamental importance. If  
we can be of assistance in further developing 
any of the views expressed or in considering 
detailed provisions of the classification, we 
shall be glad to be advised and to cooperate 
to the fullest possible extent.
Respectfully,
S p e c ia l  Co m m it t e e  o n  P u b l ic  U t il it y  
A c c o u n t in g
J. M . B o w l b y , chairman 
E i n a r  C. C h r i s t e n s e n  
P a u l  G rad y  
H e n r y  A . H o r n e  
E . B . M cG u i n n
DEATH OF BUSINESS MANAGER OF 
"THE JOURNAL OF ACCOUNTANCY"
Seymour N. Marsh, for 15 years busi­
ness manager of The Journal of Account­
ancy, died suddenly at his home in New 
York on June 20th. He was 61 years 
old. Mr. Marsh was also business and 
circulation manager of the American 
Church Monthly, and for several years 
was president of the board of education 
of Roselle, N. J.
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NATURAL BUSINESS YEAR
Corporations and other taxpayers who 
have received from the treasury depart­
ment during the past twelve months per­
mission to change their fiscal years for 
tax purposes have tended to select pe­
riods other than the calendar year, it is 
revealed by statistics compiled by the 
bureau of internal revenue at the re­
quest of the American Institute of Ac­
countants.
During the period from June 1, 1935, 
to May 31, 1936, 3,011 taxpayers, in­
cluding corporations, partnerships and 
individuals, availed themselves of their 
privilege under the revenue laws to 
change their accounting periods. Of 
these, 2,213 adopted periods ending at 
dates other than December 31st. Five 
hundred adopted June 30th, while 318 
adopted January 31st and 271, Novem­
ber 30th.
The following table shows all changes 
effected during the period:
Cor­
pora­
tions
Part­
ner­
ships Totals
Closing Dates Indi­
vidualsSelected
June 30th 99 354 47 500
July 31st 34 88 9 131
August 31st 51 87 5 143
September 30th 29 129 3 161
October 31st 24 148 13 185
November 30th 41 211 19 271
December 31st 89 652 57 798
January 31st 82 194 42 318
February 28th 20 65 7 92
March 31st 29 108 15 152
April 30th 19 100 7 126
May 31st 34 93 7 134
Totals 551 2,229 231 3,011
When the request for this information 
was made by the Institute, Milton E. 
Carter, assistant to the commissioner of 
internal revenue, replied as follows: 
“ The bureau is deeply appreciative of 
the cooperation which it receives from 
the members of your profession, and will 
be pleased to make available to you the 
information requested with respect to 
changes which have occurred during the 
period from June 1, 1935, to May 31, 
1936. It is believed that this informa­
tion will clearly reflect whatever trend
there may have been towards increased 
adoption of the natural business year 
during the past twelve months.”
Subsequently the bureau agreed to 
supply the Institute with monthly state­
ments of changes effected in fiscal years, 
together with the periods adopted.
JOHN R. RUCKSTELL
John R. Ruckstell, of San Francisco, 
charter member and former president of 
the American Institute of Accountants, 
died on June 21, 1936, at the age of 77. 
He had been ill for some time.
Mr. Ruckstell was a native of Canada 
and had made his home in California 
since 1894. For a year he was an in­
structor at Heald’s College and later 
was chief accountant for the Wine­
makers’ Corporation. He then became 
associated with the Bank of California. 
In 1902 he received a certificate as a cer­
tified public accountant of the state of 
California.
Throughout his career in public ac­
counting Mr. Ruckstell was associated 
with the firm of Ruckstell & Land as 
principal partner. In recent years he 
became a nominal partner and accepted 
the position of auditor of the Golden 
Gate bridge and highway district.
Mr. Ruckstell served on the council of 
the Institute continuously from 1920 
through 1928. During that time he was 
a member of the committee on form and 
administration of income-tax laws, the 
committee on nominations, the commit­
tee on regional districts and the special 
committee on public affairs. In 1926 he 
was elected vice-president, and in 1927 
he became president of the Institute. 
He was also a member of the California 
State Society of Certified Public Ac­
countants for many years.
WILLIAM BLYTHE
William Blythe, of New York, who 
was admitted to the Institute as a mem­
ber in 1935, died on June 11, 1936, at 
the age of 41. For the past eight years 
he had been associated with the firm of 
Niles & Niles. He was a certified public 
accountant of New York and a member 
of the New York State Society of Certi­
fied Public Accountants.
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THOMAS L. McHEFFEY
Thomas Leonard McHeffey, a charter 
member of the Institute and partner in 
the firm of McHeffey & McDonough, of 
New York, died on June 6, 1936. Mr. 
McHeffey was a certified public account­
ant of New York and a member of the 
New York State Society of Certified Pub­
lic Accountants.
LAWRENCE K. GIMSON
Lawrence K. Gimson, of New York, a 
member of the Institute since 1916 and a 
certified public accountant of New York, 
died on June 19, 1936. Mr. Gimson was 
auditor of the DeLaval Separator Com­
pany.
CONTINGENT FEE CONTRACT VALID
Where the appellant entered into a 
written contract with the appellees 
whereby they were to receive, on a con­
tingent fee basis, 331/3% of sums recov­
ered by them for taxes paid by the ap­
pellant, such contract is valid and is not 
champertous, according to a decision of 
the United States court of appeals for 
the District of Columbia (No. 6636) de­
cided June 8, 1936.
The court held that there was no as­
signment of claims against the govern­
ment and, since the contract intended to 
create a lien upon such sums recovered, 
the appellees were entitled to their fee 
plus costs. The case was Harry Ward- 
man, appellant, vs. Arthur E. Leopold 
had been appealed from the supreme 
and Milton Rindler, co-partners, trad­
ing as Leopold & Rindler, appellees, and 
court of the District of Columbia.
MUNICIPAL ACCOUNTING
It is reported that the official audit 
report for the city of Norfolk, Virginia, 
by A. Lee Rawlings & Co., contains this 
introductory comment: " The statements 
contained in the foregoing index have 
been prepared in principle and form as 
recommended by the national committee 
on municipal accounting and other rec­
ognized authorities on the subject.”
INSTITUTE REPRESENTATIVES AT 
STATE SOCIETY MEETINGS
V irg inia
Charles B. Couchman, chairman of 
the American Institute of Accountants 
special committee on natural business 
year, was a speaker at the spring meet­
ing of the Virginia Society of Public Ac­
countants, June 12th and 13th, held at 
Old Point Comfort. James A. Rennie, 
chairman of the society’s committee on 
natural business year, introduced Mr. 
Couchman.
At the opening of the business session 
the president introduced John L. Carey, 
secretary of the Institute, among other 
guests who were present. Speakers at 
the meeting in addition to Mr. Couch­
man were:
C. H. Morrissett, state tax commis­
sioner.
Milton E. Carter, assistant to the com­
missioner of internal revenue, who spoke 
on social security taxes.
General H. C. Pratt, commanding offi­
cer at Langley field, whose subject was 
“ The part of aviation in national de­
fence."
Among the subjects discussed at the 
business session were membership, state 
legislation, a proposed regional meeting 
in conjunction with a neighboring state 
society and the suggested merger of the 
two national accounting organizations.
Co n n e c t ic u t
At the annual meeting of the Con­
necticut Society of Certified Public Ac­
countants held at Savin Rock, June 19th, 
John L. Carey, secretary of the Ameri­
can Institute of Accountants, was the 
principal speaker. He was introduced 
by Russell C. Everett, retiring president 
of the society, and discussed the services 
which state and national organizations 
can render to their members.
The meeting was devoted principally 
to the business of the society, the re­
ceipt of reports of officers and commit­
tees, and elections. J. William Hope was 
elected president, Guy Cambria, vice- 
president, Edward I. Petze, secretary, 
and Milton Friedberg, treasurer.
The meeting was followed by dinner 
after which several new members were 
presented with their certificates by Seth
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Hadfield, who first addressed the candi­
dates on their obligations to the profes­
sion and the standards of the society.
D ist r ic t  o f  C o l u m b ia  
The annual meeting of the District of 
Columbia Institute occurred on June 
22nd at the Kenwood Country Club. 
The meeting was preceded by dinner 
and followed by entertainment. At the 
business session reports of officers and 
committees were submitted and three 
directors were elected for the ensuing 
year. The president introduced the sec­
retary of the American Institute of Ac­
countants, who told what had been done 
by the natural business year council to 
encourage adoption by various business 
enterprises of closing dates more suitable 
than December 31st. He also referred to 
tangible benefits to the profession which 
might be expected from activities of the 
Institute already in progress or about 
to be undertaken.
ANNOUNCEMENTS
Chester P. Child announces the removal 
of his Waterbury office from 174 Grand 
street to 43 East Main street.
M. F. Eldridge and Earl G. Teeter an­
nounce the formation of M. F. Eldridge & 
Associates, with offices at 4753 Broadway, 
Chicago.
Announcement has been made that the 
name of Eppler, Botz & Sangster has been 
changed to Eppler & Co. and that the prac­
tice will be continued under the latter name 
by the same partners—William E. Eppler,
H. Rufus Eppler, William D. Shay, Edwin
D. Frost and Ernest R. Wildbrett—at 31 
Nassau street, New York.
Lybrand, Ross Bros. & Montgomery an­
nounce the removal of their Houston offices 
to suite 1101 Shell building.
Patterson & Ridgway, of New York, an­
nounce the admission of Roy L. Halsted as a 
member of the firm.
Lawrence Scudder & Co. announce the re­
moval of their Detroit offices from 2363 
Union Guardian building to 2422 Union 
Guardian building.
REVENUE ACT OF 1936
The following analysis of the recently 
enacted revenue act of 1936 has been 
provided, for the information of the 
members of the Institute, by Victor H. 
Stempf, of New York, chairman of the 
Institute’s committee on federal taxa­
tion :
“The revenue act of 1936, which was signed 
by the president on June 22, 1936, is, in so 
far as it relates to the taxation of corpora­
tions, a combination of two widely different 
methods of taxing such income. It will be 
recalled that, in his message to congress re­
questing the enactment of legislation to raise 
additional revenue, the president recom­
mended that the then existing corporation 
tax structure be simplified by abolishing the 
corporate-income, capital-stock and excess- 
profits taxes and substituting therefor a tax 
on undistributed profits of corporations at 
rates sufficiently high to encourage the dis­
tribution of corporate earnings to share­
holders and thus to subject such earnings to 
the individual surtax rates.
T h e  P r e s i d e n t ’s  P r o p o s a l s
“In accordance with the president’s recom­
mendations, the house of representatives 
adopted a bill which proposed to substitute, 
for the existing corporation taxes, a tax on 
undistributed net income with rates ranging 
up to 42½%, dependent on the ratio of un­
distributed net income to taxable net income. 
However, far from simplifying taxes, the 
new bill complicated them, as the dependence 
of the tax rate on this ratio resulted in an 
extremely complex provision for computa­
tion of the tax, especially since provision 
was made for two classes of corporations— 
those with adjusted net incomes less than 
$10,000.00 and those with such income in 
excess of $10,000.00—and also for an ad­
justment where the adjusted net income lay 
between $10,000.00 and $40,000.00. Provi­
sion was also made for the relief of those 
corporations which were unable to pay divi­
dends either because they had a deficit in 
excess of current earnings or because of con­
tracts not to pay dividends or to set aside 
profits for the repayment of debts.
“At the hearings on this bill held by the 
senate finance committee, objections to its 
proposals were voiced and recommendations 
for raising revenue were made by many in­
11
Bulletin of American Institute of Accountants
dividuals and representatives of professional 
and trade associations and societies. The 
Institute was represented at the hearings by 
its committee on federal taxation, which sub­
mitted a memorandum criticizing the pro­
posed tax and making suggestions for rais­
ing additional revenue and for removing 
some inequalities from the then existing law. 
The main objections to the bill raised by 
almost all those who appeared were, first, its 
complexity, and, second, the abandonment 
of a reliable revenue and a reliable method 
of taxing corporate income in favor of a 
method whose yield was entirely conjectural.
“As a result of these objections and sug­
gestions, the senate finance committee drew 
up a practically new bill which retained the 
corporate-income, capital-stock and excess- 
profits taxes with increased income-tax rates, 
and provided for only a flat tax of 7% on 
undistributed profits. It also proposed to 
increase the rates of surtax on individuals 
on incomes up to $50,000.00 (the rates on 
incomes over $50,000.00 had already been 
raised by the revenue act of 1935).
“In view of the vast discrepancy between 
the house and senate bills, the conference 
committee had a considerable task in recon­
ciling the differences and evolving a bill 
acceptable to both the senate and the house 
of representatives. The compromise finally 
reached was passed by both branches of 
congress and became the revenue act of 1936 
on June 22, 1936.
T h e  B il l  A s  E n a c t e d
“The act retains the corporate-income and 
capital-stock taxes, but at lower rates than 
were provided by the revenue act of 1935, 
and makes no change in the excess-profits 
tax rates prescribed by that act, which had 
increased these rates from 5% to 6% and 
12%. It also imposes a surtax on undistri­
buted profits. Accordingly, corporations are 
now subject to five taxes instead of four, the 
five being capital-stock tax, excess-profits 
tax, normal tax, surtax on undistributed 
profits, and surtax on improper accumula­
tion of surplus.
“The surtax on undistributed profits, as 
finally enacted, is a much simpler and lower 
tax than that proposed by the house bill, 
being a tax with five brackets, which are 
percentages of the adjusted net income, with 
rates ranging from 7% to 27%. A specific 
credit is allowed in the case of corporations
whose adjusted net income is less than 
$50,000.00, the rate applied to the specific 
credit being 7%.
“The ‘adjusted net income’ upon which 
this tax is based is the net income for 
normal tax purposes plus the credit for 
dividends received and less the normal tax. 
The ‘undistributed net income’ upon which 
the tax is imposed is the adjusted net in­
come less the credit for dividends paid and 
the credit provided in section 26(c), relating 
to contracts restricting the payment of divi­
dends.
“The credit for dividends paid is subject 
to restrictions, the effect of which is to limit 
such credit to an amount which does not 
exceed either the amount by which the divi­
dends paid have reduced the earnings or 
profits available for taxable dividends or the 
amount subject to tax in the hands of the 
shareholders. Thus, where a dividend is paid 
in kind, the credit is the basis of the property 
to the corporation or its fair market value 
at the time of payment, whichever is lower. 
Again, where a dividend is paid in obliga­
tions of the corporation, the credit is the 
lower of the face or fair market value of the 
obligations. If such fair market value is the 
credit allowed and if the obligations are later 
redeemed at an amount in excess thereof, a 
further credit for dividends paid is allowed 
in the year of redemption in the amount of 
such excess to the extent not availed of as a 
deduction in computing net income.
P o ss ib l e  U n c o n s t it u t io n a l it y
“In connection with the credit for divi­
dends paid, it is interesting to note that the 
definition of dividend has been amended to 
include a distribution out of earnings or 
profits of the taxable year without regard to 
the amount of earnings and profits at the 
time of the distribution. This means that a 
corporation with current earnings but an ac­
cumulated deficit would be allowed a credit 
for any dividend paid up to the amount of 
the current earnings and such dividend would 
be taxable in the hands of the shareholders. 
Under the laws of most states, such a divi­
dend could be paid only where there was a 
capital surplus in existence sufficient to ab­
sorb the operating deficit. As such a dividend 
is, therefore, in fact a return of capital, the 
constitutionality of the provision is open to 
doubt.
“The credit allowed by section 26(c) re­
12
Bulletin of American Institute of Accountants
lates to two classes of contracts restricting 
the payment of dividends. First, where a 
contract exists which specifically prohibits to 
a specified extent the payment of dividends, 
a credit is allowed for the amount by which 
the adjusted net income exceeds the amount 
of dividends which can be distributed with­
out violating the contract. Second, where a 
contract exists which expressly provides that 
a portion of the earnings must be paid or 
irrevocably set aside during the taxable year 
in discharge of a debt, a credit is allowed 
for the amount so paid or set aside. In both 
cases the contract must be a written one ex­
ecuted prior to May 1, 1936. If more than 
one of such contracts exists, only the one 
which yields the largest credit may be used.
E x e m p t io n s
“The surtax on undistributed profits does 
not apply to banks, corporations in bank­
ruptcy or receivership, insurance companies, 
foreign corporations, corporations entitled to 
the benefit of section 251, China-trade act, 
corporations and joint-stock land banks or­
ganized under the federal farm loan act as 
amended. Moreover, such corporations (ex­
cept corporations in bankruptcy or receiver­
ship) are not subject to the normal tax rates 
imposed on other corporations. In lieu 
thereof they are taxed at 15%, excepting 
resident foreign corporations, which are 
taxed at 22%.
“The corporate normal tax, which replaces 
the corporate income tax, has rates ranging 
from 8% on income up to $2,000, to 15% on 
income over $40,000. As the 1936 act ap­
plies to all taxable years commencing after 
December 31, 1935, as did the 1935 act, the 
graduated corporate-income tax rates pre­
scribed by the latter act have never been 
effective.
C h a n g e s  f r o m  P r io r  L a w
“Some of the other important changes 
made by the revenue act of 1936 are sum­
marized below.
“Dividends received by individuals are now 
subject to normal tax as well as surtax. This 
change was contained in both the senate and 
house bills.
“Under the 1934 act, gains to individuals 
from liquidation distributions (which in­
clude redemption of preferred stock) were 
recognized 100%, while similar losses were 
subject to the recognition percentages. The 
new act provides that the percentages apply
to gains from distributions in complete 
liquidation, which is defined to include any 
one of a series of distributions in complete 
cancellation of all of a corporation’s stock 
within the time specified by the liquidation 
plan, which must not exceed two years from 
the close of the taxable year in which the 
first of the distributions under the plan is 
made. Gains from partial liquidation or 
liquidations which do not conform to the 
above definition of a complete liquidation 
are still recognized 100%.
“Domestic dividends received by corpora­
tions are now subject to the corporate nor­
mal tax to the extent of 15% thereof. This 
is so because, in place of a deduction of the 
entire amount of such dividends allowed by 
prior acts, there is now allowed a credit for 
normal-tax purposes of only 85% of such 
dividends. It should be noted, also, that all 
such domestic dividends received by corpora­
tions are included in the base subjected to 
tax on undistributed profits.
“Under the 1936 act, the excess-profits 
tax is an allowable deduction in computing 
income subject to normal tax and surtax.
“Under the 1934 act, gain or loss was rec­
ognized upon the liquidation of a controlled 
subsidiary company. The 1935 act pro­
vided that no gain or loss would be recog­
nized upon the receipt of property other 
than money in liquidation of such a sub­
sidiary. Under this provision the basis of 
the property received by the parent company 
would, provided no cash was involved, be 
the basis of the parent company’s invest­
ment in the subsidiary. Under the new law, 
no gain or loss is recognized in such a case, 
whether or not cash is received in connection 
therewith, and the basis of the property re­
ceived is the same as it was to the subsidiary.
“The rate of capital-stock tax is reduced 
by the new act from $1.40 provided for in 
the 1935 act to $1.00 per $1000 of declared 
value. This reduction applies to the year 
ended June 30, 1936, so that the $1.40 rate 
was never effective. No change has been 
made in the provision that a new declared 
value shall be the basis for the tax for that 
year. The only change in the excess-profits 
tax is the amendment of the definition of net 
income for excess-profits tax to disallow the 
deduction therefrom of federal-income tax 
which was, for the first time, allowed by the
1935 act.”
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SOCIAL SECURITY ACT
Problems of administration of the fed­
eral social security act were discussed 
by Milton E. Carter, assistant to the 
commissioner of internal revenue, in an 
address at the spring meeting of the 
Virginia Society of Public Accountants 
at Old Point Comfort, June 13th. He 
dealt particularly with sections of the 
act which are administered by the treas­
ury department.
Mr. Carter said, in part, the follow­
in g:
“Past experience tells us that after its 
wits have been sharpened by the clash of di­
vergent opinion and its judgment strength­
ened by the counsel of some 40,000 odd tax 
practitioners, the bureau of internal revenue 
will find it necessary to revise and amend 
these regulations and rulings. The bureau 
of necessity must construe the act in favor 
of the revenue it was intended to produce 
but at the same time it must and will seek 
to apply a rule of reason with respect to 
doubtful issues.
“Title 9, with its application limited to 
employers of eight or more individuals, pre­
sents something new in federal taxation. No 
accurate figures are available as to the num­
ber of employers who will be subject to tax 
imposed by this title. However, it is believed 
there will be approximately one million re­
turns filed by employers of eight or more 
individuals throughout the entire United 
States and its possessions.
“Section 901 of title 9 imposes an excise 
tax upon every employer as defined in sec­
tion 907, with respect to having individuals 
in his employ. The measure of the tax is the 
total wages payable by the employer with 
respect to employment during the calendar 
year. The percentages of the wages with re­
spect to employment during the calendar 
year are 1 per cent. for 1936; 2 per cent. 
for the calendar year 1937, and 3 per cent. 
after December 31, 1937.
“Only wages payable with respect to em­
ployment during the calendar year are to 
be used as a measure of the tax. For ex­
ample, wages payable during a calendar 
year to retired or pensioned employees who 
rendered no service during such year should 
be deducted from the total wages payable 
during the year in determining the amount 
of wages against which to apply the tax.
“The taxpayer, however, may credit against 
the tax so determined, the amount of his con­
tributions with respect to employment during 
the taxable year paid by him (before the 
date of filing his return for the taxable year) 
into an unemployment fund under a state 
law, except that such credit shall not exceed 
90 per cent. of the tax against which it is 
credited. The statute provides further limi­
tations against this credit in that it is allow­
able only for contributions made under a 
state law which has been approved by the 
social security board and so certified to the 
secretary of the treasury, and only to the 
extent that they have been made with respect 
to services performed by an employee within 
the United States and not excepted by the 
act.
“The person who may be an employer may 
be a natural person or a legal entity such as 
a corporation, a trust or estate, or a partner­
ship, but only an individual may be an 
employee under the act.”
O r g a n i z a t i o n  o f  t h e  B o a r d
The organization which is being cre­
ated under the social security board to 
administer that part of the federal so­
cial security act assigned to the board 
was described by Henry P. Seidemann, 
coordinator of the board, in an address 
at the seventeenth international cost con­
ference of the National Association of 
Cost Accountants, held on June 23rd at 
Cincinnati.
Mr. Seidemann explained that the parts 
of the act administered by the social 
security board fall into three general 
categories: (1) public assistance, (2) 
unemployment compensation, and (3) 
federal old-age benefits. Under public 
assistance are included aid to the needy 
aged, aid to dependent children, and aid 
to the blind.
The board consists of three members 
having direct supervision over the of­
fices of the executive director and the 
coordinator. The board has delegated to 
the office of the executive director all of 
its administrative and executive duties. 
The duty of the coordinator is to keep 
in touch with the organization, meth­
ods, needs and problems of the board as 
a whole, make special researches and ad­
vise on matters of policy or procedure.
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The bureaus which have been created 
fall under two major classifications, the 
operating or line bureaus and the serv­
ice bureaus. The former consist of the 
bureau of unemployment compensation, 
the bureau of federal old-age benefits 
and the bureau of public assistance. The 
service bureaus or offices are the office 
of the general counsel, the bureau of re­
search and statistics, the bureau of ac­
counts and audits, the bureau of busi­
ness management and the informational 
service.
The largest organizational unit of the 
social security board will be the bureau 
of federal old-age benefits, consisting of 
four major divisions, with one service 
division. It is this bureau which will 
maintain the records of employees and 
employers required for administration 
of provisions relating to old-age benefits. 
Concerning this work, Mr. Seidemann 
said, in part, the following:
“The number of records to be kept will 
increase materially as a result of the fact 
that a record once set up will necessarily be 
maintained until the employee reaches 65 or 
dies, and that many persons normally em­
ployed in exempt employments will at some 
time be engaged in a covered employment.
“The provisions of the act relating to old- 
age benefits become effective in 1937, and 
in anticipation of that date a system of 
record-keeping is now being developed, under 
which a statement of the earnings of each in­
dividual will be accumulated. While no final 
decision has been reached, it seems probable 
that such records will be built up from re­
ports submitted by employers. In view of the 
magnitude of the task of compiling the rec­
ords relating to the millions of employees in 
the various industries throughout the United 
States, no one need worry that the require­
ments for reporting will be more than the 
barest minimum required to carry out the 
purposes of the act. Aiming at simplifica­
tion, the system of collecting the information 
and maintaining the records is now being de­
vised. Before making a definite announce­
ment concerning the methods of gathering 
the information and maintaining the records, 
the entire system and procedure should be 
completely formulated. I believe that every­
one concerned will appreciate the fact that
the system and procedure for so large an 
undertaking should not be decided upon too 
hurriedly. Obviously, it is of the greatest 
importance to formulate a system which will 
be best adapted for the purpose and be at 
the same time as simple as possible for 
everyone concerned.”
The bureau of accounts and audits has 
as its function the establishment and 
maintenance of complete control over all 
phases of the financial operations of the 
social security board. The director of 
this bureau is the certifying officer of 
the board for all expenditures under the 
act. It is to maintain a uniform system 
of accounting and reporting to control 
and report the kind of financial data 
needed by the board for administrative 
purposes.
The office of informational service has 
the duty of answering all inquiries from 
individuals and of acquainting the pub­
lic with all developments of general in­
terest. The principal subdivisions of this 
office are industrial relations, educa­
tional, editorial, publications, inquiry 
and library.
ANNOUNCEMENTS
Jeff K. Stone & Co. announce the removal 
of their offices to suite 612, Chemical build­
ing, 721 Olive street, St. Louis.
Francis E. Welch, of Providence, an­
nounces the opening of an office at 2109 In­
dustrial Trust building, under the firm name 
of F. E. Welch & Co.
Louis S. Goldberg, of Sioux City, spoke 
on “The social security act and other federal 
taxation acts” at the thirteenth annual Law­
yers’ Chatauqua of the bar associations of 
the 14th and 21st judicial districts of Iowa.
Gabriel A. D. Preinreich, of New York, is 
the author of an article entitled “The fair 
value and yield of common stock” which ap­
peared in the June issue of the Accounting 
Review.
N. O. Richardson, of Beaumont, addressed 
a meeting of the Rice Millers Association at 
New Orleans on July 2nd on “The ‘windfall’ 
tax.”
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STATE LEGISLATION
Final action has been taken on each 
of the seven bills affecting the practice 
of public accounting which were intro­
duced in the legislatures of the various 
states during 1936. All failed to pass.
Two measures were intended to pro­
tect the confidential relations between 
certified public accountants and their 
clients. One bill provided for enactment 
of two-class restrictive legislation. An­
other would have waived the examina­
tion required for the certified public ac­
countant certificate in the case of a lim­
ited class of applicants. An attempt was 
made to repeal a standard accountancy 
law, substituting an act providing for 
the licensing of all public accountants. 
Another bill was intended to limit mem­
bership on a state accountancy board to 
educators. Still another would have pro­
hibited practice under a firm name con­
taining the name of a former partner no 
longer associated with the firm.
C o n f id e n t ia l  R e l a t io n s  
There was introduced in the New 
York legislature, as senate bill 733 and 
assembly bill 878, a measure which would 
have added a new section to the civil 
practice act of the state providing that 
no certified public accountant or public 
accountant should voluntarily disclose 
or be required to disclose information in 
his possession as a result of his profes­
sional relations with a client. These bills 
died upon adjournment of the legisla­
ture on May 14th.
A bill identical with those introduced 
in the New York legislature was pre­
sented to the legislature of Virginia and 
died upon adjournment on March 20th. 
This was known as senate bill 327.
T w o -C l a s s  R e s t r ic t iv e  B il l  
A bill was introduced in the New 
York legislature providing for extensive 
amendment of the existing accountancy 
act. It would have restricted practice in 
the state to certified public accountants 
and a closed class of “ public account­
ants” embracing state auditors or ex­
aminers, accountancy instructors, comp­
trollers and others with similar experi­
ence. This bill, known as senate bill 
1990, died upon adjournment of the leg­
islature on May 14th.
W a iv e r  o f  E x a m in a t io n  
An attempt was made to provide by 
amendment of the South Carolina ac­
countancy act for waiver of the certified 
public accountant examination under 
certain conditions. The bill, known as 
house bill 1994, would have granted cer­
tificates without examination to any per­
son of 40 years who had had 10 years’ 
experience in public accounting and 
could produce evidence that he was au­
thorized to practise before the United 
States treasury department and had 
practised in a satisfactory manner be­
fore the state tax commission. This bill 
was killed by an adverse vote in the 
house of representatives.
R e p e a l  o f  C.P.A. L a w  
There was introduced in the Virginia 
legislature a bill which would have abol­
ished the designation, “ certified public 
accountant,” and grouped all those reg­
istered under the present two-class re­
strictive law in one class to be known as, 
“ licensed public accountants.” This 
bill, known as house bill 409, died on 
the calendar.
P e r s o n n e l  o f  S t a t e  B oard  
House bill 406, which was introduced 
in the Virginia legislature, would have 
amended the state accountancy law to 
provide that, with the exception of one 
attorney, all members of the state board 
of accountancy should be educators. This 
bill also died on the calendar.
P r a c t ic e  U n d e r  F ir m  N a m e  
A bill in the New Jersey legislature, 
known as assembly bill 212, would have 
made it unlawful for any individual, 
partnership or corporation to practise as 
a certified public accountant, auditor or 
public accountant under a false, ficti­
tious or assumed name, or under the 
name of a former employee, associate or 
partner who by reason of death or other­
wise was no longer associated with the 
individual, firm or corporation. This 
bill was opposed by the New Jersey So­
ciety of Certified Public Accountants 
and by the Essex County Bar Associa­
tion. The American Institute of Ac­
countants cooperated in plans for oppos­
ing it. The bill died in the assembly 
when the legislature adjourned on June 
19th.
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PRACTICE BEFORE SECURITIES AND 
EXCHANGE COMMISSION
The proper procedure for making in­
quiries of the securities and exchange 
commission with reference to accounting 
problems is described in a letter dated 
June 16th addressed by James M. Lan­
dis, chairman of the commission, to ac­
countants. The text of this letter is as 
follows:
“ To A c c o u n t a n t s  P r a c t i s i n g  b e f o r e  t h e  
S e c u r i t i e s  a n d  E x c h a n g e  C o m m iss io n  
“ G e n t l e m e n  :
“Due to the lack of knowledge on the part 
of public accountants as to the internal or­
ganization of the commission, it has not al­
ways been possible for us to render assist­
ance in answering accounting questions in 
as satisfactory a manner as we should like. 
This is particularly true in regard to tele­
phone calls and requests for appointments 
relating to accounting problems in connec­
tion with registration under the securities act 
of 1933 and the securities exchange act of
1934.
“Questions arising in connection with ac­
counting data included in registration state­
ments, applications and reports that have 
been filed under these acts and questions re­
lating to the specific accounting require­
ments of the several prescribed forms should 
be discussed with Mr. Andrew J. Cavanaugh, 
assistant director of the registration division, 
if  they relate to filings under the 1934 act; 
and with Mr. Edward T. McCormick, super­
vising accountant of the registration divi­
sion, if they relate to filings under the 1933 
act.
“All other questions relating to accounting 
matters should be brought to the attention of 
Mr. Carman G. Blough, chief accountant of 
the commission.
“In case you wish to take exception to 
any decision of Mr. Cavanaugh or Mr. 
McCormick in regard to an accounting mat­
ter, it may be brought to the attention of 
Mr. Blough for his consideration and, if  
necessary, for presentation to the commis­
sion.
“This letter is being sent to your home 
office only. Will you kindly bring it to the 
attention of the several offices of your firm.
“Veiy truly yours,
J a m e s  M. L a n d is , chairman."
S. E. C. o n  A c c o u n t in g  P r a c t ic e s  
The findings and opinions of the se­
curities and exchange commission in five 
recent stop-order proceedings under the 
securities act of 1933 contain criticism 
of procedures followed by independent 
public accountants certifying financial 
statements in registration statements. 
The criticism of the commission applies 
to the following:
Acceptance by the independent public ac­
countant, without sufficient investigation, of 
an arbitrary valuation of assets by officers of 
the company.
Failure of the independent public account­
ant to call attention to inclusion in income 
of an amount donated by an officer of the 
company.
Insufficient investigation by the independ­
ent public accountant of the books and rec­
ords of the client, particularly with reference 
to disbursements vouchers and minutes of the 
directors’ meetings.
A relationship between the public account­
ant and the client which made the account­
ant not, in fact, independent.
Failure of the independent public account­
ant to call attention to weakness of the con­
trol over receipts and expenditures and to 
questionable treatment of stock-selling ex­
pense and other deferred charges.
Excerpts from the findings of the com­
mission in each of these cases, in so far 
as they refer to practices of the inde­
pendent public accountants, are as fol­
lows:
Arbitrary Valuation of Assets
“The registrant’s balance-sheet as of---------
contains an asset item ‘Intangible assets— 
lease covering 13 identified and 17 unidenti­
fied mining claims, . . . .  and an agreement
dated---------whereby (the president of the
company) agreed to complete a mill on the 
leased properties and start operations, with­
out cost to the company—$3,000,000.’ Total 
liabilities are set forth at $3,000,000, repre­
senting 3,000,000 authorized shares given in 
consideration for the acquisition of the ‘lease 
and agreement mentioned under the above 
item of intangible assets.’
“The $3,000,000 figure in the balance- 
sheet, at which the assets of the registrant 
were carried, represented neither the cost of 
the property to the registrant nor anything 
that can be termed ‘value’ according to any
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standard of valuation that could be devised. 
It was an arbitrary figure which was simply 
the exact equivalent of the par value of stock 
given for the property. The president and 
a director of the company admitted that the 
assets were not worth $3,000,000. Consult­
ing engineers called by this commission and 
other witnesses testified in substance that no 
commercial ore existed on the property. The 
registrant’s own engineer admitted that cer­
tain values set forth in his report did not 
exist. Furthermore, the specific statement 
on the face of the balance-sheet that the 
$3,000,000 figure was a valuation arbitrarily 
fixed by the board of directors was untrue. 
The evidence clearly establishes that no meet­
ing was ever held for that purpose and that 
the directors never fixed any valuation.
“As to the liabilities set forth in the 
balance-sheet, it is sufficient to note that 
(the president) admitted the company was 
insolvent, and that current liabilities of the 
company for labor, material and supplies 
were omitted.
“As to the accountant’s certification to 
the balance-sheet, the evidence leaves it 
doubtful whether the accountant examined 
anything more than the papers and docu­
ments filed with, or as a part of, the registra­
tion statement. The accountant certainly 
made no such examination as should under­
lie a certification of a balance-sheet and as 
is required by the commission’s regulations. 
The resultant balance-sheet even omits to set 
forth the current liabilities of the company. 
Our conclusion is that the accountant did not 
make a reasonable investigation of the mat­
ters to which he certified in the balance- 
sheet.”
Donations Included in Income
“The disastrous financial history of the 
registrant is concealed rather than revealed 
by the form in which its balance-sheet and 
profit-and-loss statements were submitted. 
Under item 55 of the registration statement, 
in the profit-and-loss statements for the years
ending ------------  and ------------  and for the
period ending------------ , certified b y ---------- ,
certified public accountants, as o f ------------ ,
the registrant shows under ‘Miscellaneous 
other income’ an item entitled ‘Contributed 
by sales agent’ in the amounts, $583.56, 
$3,042.36, $1,964.86.’ Suffice it to say that 
(the executive vice-president of the com­
pany) acted as sales agent and made these
contributions. The registrant admitted that 
if it had not been for this claimed statement 
of income, the company would have shown a 
net loss in its profit-and-loss statement. (The 
executive vice-president) testified that since 
its organization, the registrant has operated 
at a loss, and that the amount of such loss 
is equal to the amount donated . . . .  In 
order to present an attractive security to the 
public, it was desirable that the financial 
condition of the company be presented in a 
favorable light. Sound accounting theory 
and practice require that no income could be 
considered as having been realized by rea­
son of the contributions, and accordingly, 
the amount of same should not have appeared 
in the profit-and-loss statement at all. Our 
finding is, and the registrant admits, that the 
total amount of the donations aggregating 
$5,542.63 should have been reflected on the 
balance-sheet as ‘Donated surplus,’ and that 
a corresponding amount, representing the 
loss resulting from the company’s opera­
tions, should have been shown on the bal­
ance-sheet as ‘Earned surplus—deficit.’ . . . .  
This device adopted by the registrant to con­
ceal its losses, sponsored by an accountant 
that represents itself as having not only in­
dependence but also integrity and ability, 
seems especially reprehensible since a purely 
non-existent income was ‘created.’ In sub­
stance there was nothing more than a can­
cellation of an indebtedness, which even for 
income-tax purposes is not regarded as in­
come. Including it as such was highly mis­
leading.”
Insufficient Investigation 
“The accountant’s certificate to the balance- 
sheet of this corporation reads, ‘Subject to 
the foregoing comments, I have, after rea­
sonable investigation, reasonable grounds to 
believe, and do believe, at the date of this 
certificate, that the statements contained in 
the attached balance-sheet truly and fairly 
reflect the application of accepted account­
ing practices to the facts disclosed by my 
investigation, and that there is no omission 
to state a material fact required to be stated 
therein or necessary to make the statements 
made therein not misleading.’ In this case the
accountant, ------------ , testified that neither
books nor vouchers were seen by him, nor had 
he seen any evidence of them. He said that 
he relied upon affidavits submitted to him by 
the officers of the company. He did, however,
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state that he had seen the option agreements. 
The apparent omission of any examination 
of the minute book of the corporation raises 
some doubt as to whether the accountant has 
in fact made a reasonable examination, but 
this we need not now decide. If an account­
ant submits a balance-sheet without having 
access to the minute book and to proper dis­
bursement vouchers, he should most certainly 
qualify his certificate by stating the basis 
upon which he made his audit, and the rea­
sons why such investigation is deemed by 
him to be reasonable.”
Relations between Accountant and Client
“A most unusual relationship existed be­
tween the registrant and (the accountants) 
who signed the certificate as independent cer­
tified public accountants. (The accountants) 
had entered into a contract with the regis­
trant by the terms of which they were to re­
ceive $5,000 per annum, plus one per cent. 
of the gross proceeds of the metal sales, for 
one year. Their contract with the registrant 
called for the installation of an accounting 
system, setting it up in proper order, making 
audits, and furnishing office space for the 
use of the registrant. The evidence further 
disclosed that this was the only contract of 
such a nature which the accountants had 
with any of their clients, all other contracts 
being on a fixed fee basis. Pursuant to this 
contract Mr. ------------ , employee of (the ac­
countants), was made the comptroller of the 
registrant December 1, 1934. Holding this 
office, he signed the registration statement as 
principal financial and accounting officer of 
(the company).
“The evidence disclosed, among other mat­
ters, that Mr. ------------  received no salary
from the registrant, but received his remu­
neration entirely from (the accountants). 
There was ample testimony concerning Mr. 
------------  in relation to his duties as comp­
troller. It was established that at the time 
the registration statement became effective, 
he was exercising the usual functions of a 
comptroller with authority over employees 
regarding accounting matters, signing mail 
of the issuer and also having authority to
sign checks with another officer. Mr.------------ ,
the evidence further disclosed, was a stock­
holder of the registrant, owning 1,760 shares 
of stock which he had purchased for cash 
previous to the filing of the registration 
statement.
“The inference from these facts is irre­
sistible that a person in M r.------------ ’s posi­
tion would be apt to approach accounting 
problems of the registrant as one of its offi­
cers and stockholders, not as an ‘indepen­
dent’ accountant. It would be unreasonable 
to suppose that he could cast aside these re­
lationships and view the accounting prob­
lems with the objectivity of an ‘independent’ 
accountant criticizing and correcting account­
ing practises and methods of the corpora­
tion’s own staff, for in making an audit he 
would in fact be partly reviewing his own 
work..........
“In its certificate, the accounting firm 
stated that its relationship with the regis­
trant was ‘the usual relationship of inde­
pendent accountants to their clients.’ The 
commission found that this statement was 
untrue and misleading.
“Counsel for respondent states in his brief, 
‘It is urged that a certification by and of 
itself is not a material fact. A certification 
is in reality a tag attached to the financial 
statements certified to, and its only signifi­
cance is that it in effect directs attention to, 
induces reliance upon, and guarantees the 
propriety of such statements.’ With this 
conception of a certification we disagree. A 
certification is a material fact. It signifies 
that the contents of the financial statements 
to which it is appended have been checked 
and verified within the limits stated in the 
certificate. To make such certification truly 
protective of the interests of security hold­
ers and investors the requirement under the 
securities act of 1933, as amended, is that it 
be made by an ‘independent public or certi­
fied accountant.’ The insistence of the act 
on a certification by an ‘independent’ ac­
countant signifies the real function which 
certification should perform. That function 
is the submission to an independent and im­
partial mind of the accounting practices and 
policies of registrants. The history of fi­
nance well illustrates the importance and 
need for submission to such impartial per­
sons of the accounting practices and policies 
of the management to the end that present 
and prospective security holders will be pro­
tected against unsound accounting practices 
and procedure and will be afforded, as nearly 
as accounting conventions will permit, the 
truth about the financial condition of the 
enterprise which issues the securities. Ac­
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cordingly, the certification gives a minimum 
of protection against untruths and half- 
truths which otherwise would more easily 
creep into financial statements. Hence a 
statement which serves such a high function 
cannot be dismissed under the act as a mere 
‘tag’ attached to financial statements. It is 
a material fact, for it gives meaning and 
reliability to financial data and makes less 
likely misleading or untrue financial state­
ments. Accordingly, when (the accountants) 
stated in their certificate that their relation­
ship with the registrant was ‘the usual rela­
tionship of independent accountants to their 
clients,’ they made an untrue statement of a 
material fact sufficient for issuance of a 
stop order under section 8 of the act. Thus, 
the answers to items 54 and 55 of the regis­
tration statement and prospectus were de­
ficient.”
Insufficient Explanation
“The company has filed a financial report 
prepared by ------------ , certified public ac­
countant, o f ------------ . This report contains
six typewritten pages of comment which pre­
cede the balance-sheet, marked ‘Exhibit A,’ 
and three supporting schedules. The certifi­
cate of the accountant appended to the bal- 
ance-sheet makes no reference to the prior 
comments and states that in the opinion of 
accountant the balance-sheet and supporting 
schedules correctly exhibit the financial con­
dition of the company on August 31, 1935. 
The accountant states that the company is 
still in the developmental stage and that all 
operating expenses are capitalized; that the 
company followed generally recognized ac­
counting principles and procedure, ‘except 
that all cash is turned over to the custody of
------------ , president, and ------------ , general
manager, who make the disbursements. . . .’ 
In accordance with article 15 of the rules 
and regulations, in effect on the date on 
which this registration was filed (now rule 
No. 651 of the general rules and regula­
tions), an accountant is required to express 
his opinion upon the accounting procedures 
and principles followed by the registrant. 
While the above statement in the certificate 
indicates that the methods by which the 
president and the general manager handled 
all the income and disbursements of the com­
pany are not in accordance with the ac­
cepted principles and procedures, a more
explicit statement of the weaknesses of the 
cheek on receipts and expenditures afforded 
by this method would be more in keeping 
with the spirit of the rule and more in­
formative to prospective investors. This be­
comes particularly important in this case 
since the accountant testified that vouchers 
for expenditures in the early years could 
not be found in many cases.
“The six pages of comments, which pre­
cede the balance-sheet filed with the regis­
tration statement, are not carried over into 
the prospectus. Indeed, the accountant has 
written an entirely different letter of trans­
mittal and prepared a different certificate 
for use in the prospectus. Whether the com­
ments thus preceding the balance-sheet, but 
not referred to thereon, could be considered 
as modifying or explaining otherwise mis­
leading items upon the face of the balance- 
sheet we need not now determine, for they 
have not been carried forward into the pros­
pectus. From the commission’s point of 
view, it is important that the balance-sheet 
in the prospectus shall be complete and rea­
sonably informative to investors. Comments 
which are found only in a registration state­
ment cannot be relied upon to qualify the 
effect of the manner in which items are re­
flected upon the balance-sheet given to pros­
pective investors.
“Schedules prepared by Frank J. Corbin, 
an accountant employed by the commission, 
analyzing the disbursements reflected in reg­
istrant’s schedule of ‘Models, experiment and 
development expense’ were introduced in evi­
dence. In addition to the items which we 
have stated are directly chargeable to stock- 
selling and issuing expense, Corbin also in­
cluded all traveling expenses and items 
called ‘Bad debts,’ ‘Loss and automobiles,' 
‘Car expenses,’ all of which total $6,965.61.
. . . . Sound accounting practice in this 
situation would require some attempt to de­
termine what portion of these expenses were 
incurred in the sale of the registrant’s 
stock. Where the books and records of the 
company do not disclose an adequate basis 
for such allocation, this fact should be stated 
or else an inquiry to determine the allocation 
should be made. Failure to inquire or to 
qualify the certificate tends to cast some 
doubt upon the adequacy of the investigation 
made by the accountant.”
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INSTITUTE MEMBER SPEAKS ON 
NATURAL BUSINESS YEAR
Charles B. Couchman, chairman of the 
American Institute of Accountants spe­
cial committee on natural business year 
and member of the natural business year 
council, made two addresses during the 
past month on the natural business year. 
On June 12th he spoke at the annual 
convention of the National Association 
of Credit Men at Richmond, and on the 
following day he addressed members of 
the Virginia Society of Public Account­
ants at their spring meeting at Old 
Point Comfort. The credit men adopted 
a resolution endorsing the natural busi­
ness year in principle.
Following are extracts from Mr. 
Couchman’s address at Richmond, which 
also formed the basis for his remarks at 
Old Point Comfort:
“The results of operations of a business 
organization can not be expressed with com­
plete accuracy except by consideration of 
the whole history of that organization from 
its inception to its final dissolution or li­
quidation. The need for current information 
during that long period necessitates breaking 
up this history into short periods and at­
tempting to express through financial state­
ments a summarization of the transactions 
and adjustments during each such period. 
By general custom and convention twelve 
calendar months have been adopted almost 
universally as a basic period for the pres­
entation of financial statements.
“Such statements when honestly and skill­
fully prepared should approach as near to 
accuracy as is allowed by the ability and the 
judgment of those responsible for the finan­
cial presentation. In all such statements 
there are many elements that cannot be mea­
sured with absolute accuracy but instead 
must be determined by estimate or judgment. 
This is due to the fact that at the beginning 
and at the end of any such twelve-months 
period there will be transactions only par­
tially completed, the final determination of 
the results of which will only be known at a 
later date. There will be allocations affecting 
the income statement such as for deprecia­
tion and amortization that again must be 
determined by estimate based upon experi­
ence and judgment of conditions.
“The fewer the uncompleted transactions at 
any financial statement date and the smaller 
the amount of assets involved in the cycle of 
economic transformations, the less the re­
ported financial results will depend upon es­
timate. If at a fiscal date there should be 
no undetermined factors, the financial state­
ment at that date would be far more accurate 
than at any date where the results are largely 
affected by estimates.
“It is, therefore, evident that a corpora­
tion whose fiscal year begins and ends at a 
date when there are the fewest number of 
open transactions and unrealized operations 
can present a more accurate financial state­
ment than it could for a fiscal year ending on 
some different date.
“The above argument is so axiomatic that 
it would appear self-evident that modern 
corporation officials well versed in efficiency 
would each have decided upon that date in 
the year which would be most advantageous 
as the close of its fiscal year. Unfortunately, 
this is not true. The great majority of busi­
ness corporations today, however efficient 
they may be in other respects, whatever 
amount of care they may have exercised in 
developing other factors of their business 
upon the most favorable basis, however much 
they may have expended in research and in 
planning and in the study of their problems, 
have completely overlooked this one step 
which would enable them to prepare more ac­
curate financial statements measuring the re­
sults of their year-by-year operations.
“In recent years there has been a con­
tinually increasing appreciation of the value 
of financial statements of business enter­
prises. This recognition of their value is 
growing in the minds not only of manage­
ment and government but also of stockhold­
ers, creditors and disinterested organizations 
such as security exchanges; yet few of these 
have given sufficient thought to this one fac­
tor that will aid materially in making these 
annual statements of financial progress more 
informative and more valuable, namely, the 
deciding upon the twelve-months period in 
the year which is most suited to each par­
ticular commercial enterprise. It seems re­
markable that this condition should exist, 
but it is probably due to the fact that 
sufficient thought has not been given by 
the business man to this phase of the 
subject . . . .
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“There is nothing complicated about the 
natural business year. It is merely that 
period of twelve consecutive months which 
coincides with the annual cycle of operations 
of a particular enterprise. Generally, the 
natural year for any organization will end 
when the business activities of that organiza­
tion are at their lowest point in the annual 
cycle and when inventories, receivables and 
liabilities are reduced to their annual mini­
mum. The natural year-end usually occurs 
just before the beginning of heavy inventory 
replenishment in preparation for a new sea­
son. In the great majority of businesses 
there are seasonal fluctuations recurring year 
after year. There are increases and de­
creases in volume of operations. There is 
some time in the year when volume is at its 
lowest. Usually this lowest point, year after 
year, falls at approximately the same date. 
Where that is true, that date should be con­
sidered as the natural year-end. Probably 
in not more than 10% or 15% of industrial 
concerns does this date fall at December 31st. 
Nevertheless, the great majority of industries 
use a fictitious fiscal year coinciding with 
the calendar year.
“There is nothing particularly sacred 
about calendar years. They are merely 
periods between dates arbitrarily decided 
upon at the time of the adoption of the 
present calendar and their sole function is 
to aid in the uniform measurement of time. 
They have nothing to do with economic 
laws. They were never devised to coincide 
with any particular economic cycle. There 
is no prevailing reason why the calendar 
year should be the fiscal year of business 
organizations with the exception of those 
industries whose normal or natural economic 
year coincides with the calendar year, or 
those which have no pronounced, annual vol­
ume cycle. This fact has been recognized by 
the public accounting profession for many 
years and there is probably no group of peo­
ple in a better position to appreciate its 
significance. However, the question has not 
been given serious consideration by indus­
trialists in general nor by governmental 
agencies.
“In October of 1935 there was formed 
what is known as the national natural busi­
ness year council consisting of representa­
tives of the National Association of Credit 
Men, the New York Credit Men’s Associa­
tion, the National Association of Cost Ac­
countants, the American Management Asso­
ciation, Dun & Bradstreet, the Robert Mor­
ris Associates and the American Institute of 
Accountants. Recognizing the great economic 
value of the adoption by industry of the 
natural business year principle, this council 
started a campaign to bring to the attention 
of the industrial world the importance of 
this problem and the great advantages that 
will ensue when it is generally recognized 
and accepted. The council authorized the 
printing of a brief bulletin that would 
clearly and simply indicate these advantages. 
Over 60,000 copies of this bulletin have 
been distributed and a revised edition is now 
being printed. Organizations of state and 
city councils have been encouraged and now 
in nearly every leading city and in some 10 
or 12 states local councils have been orga­
nized consisting of representatives of indus­
try, of banks, of credit granting institutions 
and of accountants.
“The next step in the campaign was to 
present this subject to the various govern­
mental agencies. It is pleasant to report 
that almost without exception, these agen­
cies are beginning to recognize the value to 
the business of this country of the general 
adoption of the natural business year. The 
department of commerce of the United States 
is aiding in the study to determine the logi­
cal natural business years for various lines 
of industry. Other departments are inter­
ested and have expressed approval. It is to 
be hoped that before the end of the year 
1936, there will be such a wide-spread recog­
nition of the advantages that will result 
from the general adoption of the natural 
business year that the active cooperation of 
those now engaged in this movement will be 
supplemented by many other organizations 
and by those government agencies interested 
in the improvement of our commercial life.
“The council has undertaken a compre­
hensive research to determine first, the class­
es of industry that already have recognized 
the value of the natural business year and 
have adjusted their fiscal years accordingly, 
and second, to determine the approximate 
dates apparently best suited to all lines of 
industry that have not as yet generally 
adopted this change.
“Almost the whole retail dry goods trade 
has adopted a fiscal year ending on January
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31st. The meat packing industry uses the 
fiscal year ending on October 31st. Flour 
millers generally use periods ending at the 
close of either May or June. The advan­
tages of a natural business year are ac­
cepted by the members of these industries 
as a matter of course. Many members of 
other industries are successfully using fiscal 
years other than the calendar year. The 
fact that many other corporate officials are 
giving consideration to changing to a fiscal 
year is made evident by the correspondence 
received by the natural business year coun­
cil. We have been advised that a number 
of corporations have changed from the cal­
endar year to the fiscal year since the in­
auguration of this campaign last October. 
There is a considerable stream of inquiries 
from other interested individuals asking the 
council’s aid in determining the best date 
for them to adopt as their fiscal year. After 
careful research a list has been prepared by 
the council indicating the probable natural 
business years for some 250 branches of 
industry. The natural business year council 
stands ready to cooperate with any organiza­
tion or industry that desires its aid in solv­
ing any problem connected with the change 
from a calendar to a natural business 
year. . . .
“Public accountants are thoroughly fa­
miliar with the picture presented in the 
early part of each calendar year by commer­
cial organizations who still retain the calen­
dar year as their fiscal year. In many eases 
this date comes in the midst of the most 
active operations of such a business. Every­
one in the organization from the president 
and the chairman of the board down to the 
office boys is rushing at high tempo. Clerks 
are working over-time trying to keep up 
with the procedures and records. Into this 
melee the public accountants are forced to 
enter so that the financial statements can be 
presented to stockholders or to government 
officials as quickly as possible. They are 
driven at high speed and regardless of the 
extent to which their presence and their use 
of the records interfere with the staffs of 
the organization, the work must proceed and 
their reports be completed.
“Under pressure of the problems constantly 
presented to them at such a time, the execu­
tives of the enterprise do not have time to 
give to these reports the careful thought and
study they deserve. The public accountants 
endeavoring to serve a great percentage of 
their clients all at the same time do not have 
the opportunity to give that calm and 
thoughtful study to the problems of each 
enterprise which might enable them to give 
to its executives counsel and advice of great 
value, aside from the mere preparation and 
certification of financial reports. Based on 
the results disclosed, the executives must pre­
pare budgets and plans for the ensuing cal­
endar year at a date when they can least 
spare the proper amount of time to give to 
such budgets and plans the intensive study 
they should receive.
“Some months later in the majority of 
these organizations there comes a time when 
work has slackened, when the year’s cycle of 
business operation has reached its lowest 
point. Such a time probably should have 
been adopted by these organizations as the 
end of their fiscal year. Everything con­
nected with the closing of the accounts, the 
preparation of financial statements, the aud­
iting of these statements, the study of the 
problems involved, the planning and budget­
ing for the future could be accomplished at 
such a date more economically, more thor­
oughly and far more efficiently. . . .
“As a nation we are becoming great lov­
ers of statistics. There is practically nothing 
today with regard to which statistics are not 
put forth in great volume and with great 
fluency. They are added, they are subtract­
ed, they are printed in our financial pages, 
and are freely used to support this or that 
argument. They are regarded with awe by 
business and by the public. The value of 
statistics is greatly over-estimated, however, 
in cases where the basis of the statistics is 
not sound. Any series of numbers may be 
added but for business purposes the sum is 
valueless unless the items added represent 
similar units. Business men know this per­
fectly well, yet many of them put forth 
financial statements summarizing a fraction 
of one season’s operations and a fraction of 
another season’s operations without recog­
nizing the fact that they have not obtained 
the best picture of their operations that they 
could obtain.
“Suppose a theatrical enterprise was suf­
ficiently successful to have each year a play 
that would run for the whole season. A 
financial statement for such an enterprise
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based on the calendar year would show the 
results of four months of the operations of 
one play and, say, six months of the opera­
tions of another play with two closed months 
of summer. Such financial statements would 
not be as informative with regard to the 
operations of each play as they would be if 
that enterprise prepared its financial state­
ments as at some date during the summer 
closing. Theatrical men recognize this and 
their statements are usually based upon a 
more sensible method than that used by many 
businesses. I f  an automobile manufacturer 
puts forth a financial statement as at Decem­
ber 31st, it will combine a large portion of 
the sales of one year’s model and the ex­
pense of producing and perhaps a portion 
of the sales of the next year’s model. Such 
a statement is not as valuable as one which 
summarizes the whole results of a single 
year’s model. Statistical summaries built up 
from hybrid statements do not portray true 
seasonal activities. . . .
“The mail of stockholders in the late win­
ter or early spring is cluttered with financial 
statements just as poorly timed to present 
the real seasonal operations of corporations. 
Many of these statements combine three 
fourths of one business cycle with one fourth 
of another cycle. Others present five twelfths 
of one season merged with seven twelfths of 
another season. Such statements become as 
it were hybrids, or shall we say, mongrels. 
We have no desire to start gossip but there 
is a tinge of uncertain ancestry about many 
annual industrial reports. . . .
“It is not necessary for me to emphasize 
to you, gentlemen, as you are already versed 
in the science of credit granting, the advan­
tages from your standpoint of a balance- 
sheet prepared at a time when inventories, 
receivables and payables are at their lowest. 
Such a balance-sheet gives you a clearer pic­
ture of the fundamental structure of the 
organization seeking credit. In such a bal­
ance-sheet any weakness in such structure is 
more readily apparent than it would be in 
a balance-sheet where the framework is pad­
ded with numerous items still in process of 
conversion through the cycle of operations. 
This normal cycle usually consists first in 
the building up of inventories, the conver­
sion of these into receivables, the realization 
of the receivables in cash, and the payment
of current liabilities. It is only when this 
cycle has most nearly been completed that 
you can get the clearest picture of the basic 
financial structure of the organization.
“That date at which the payables that have 
been created to build up inventories have 
been reduced as far as possible by the final 
cash conversion of such inventories gives 
you a clearer picture of the minimum credit 
needs of the organization. A balance-sheet 
prepared at any time must by analysis be 
stripped somewhat of the temporary infla­
tions of inventories, receivables and pay­
ables. This stripping down to basic facts is 
more readily accomplished when all of these 
items are at their lowest. That is why the 
National Association of Credit Men has 
been so enthusiastically cooperating in this 
movement to secure the adoption by all types 
of business of the fiscal year best suited to 
each enterprise. . . .
“Many business men, when the question 
has been asked of them regarding a change 
in their fiscal year, have indicated that they 
do not desire to make any such change unless 
certain other business men do. One objec­
tion that has occasionally been offered by 
the head of a business against preparing a 
financial report covering a different twelve­
months period from that covered by reports 
of other organizations in the same industry 
is that it is not advantageous for purposes 
of comparison with such other reports. The 
answer to that is simple. If the other com­
panies with which he desires comparison 
have the same natural business year as his 
company, they should be encouraged to 
change to such natural year. If they do not, 
then any comparisons are misleading............
“Because many business men are hesitant 
about making any change such as a change 
of their fiscal year, however advantageous 
it might be to them, it is evident that 
those who have initiative, who are will­
ing. to undertake to make a change for the 
better even though it be a departure from 
previous policy, must be the ones who will 
lead this movement and bring about a gen­
eral recognition of the tremendous gain for 
the business world that will be accomplished 
when all organizations present their financial 
statements on the basis of their actual sea­
sonal year regardless of the calendar year.”
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MEETINGS AND ELECTIONS
California State Society of Certified Public 
Accountants
Date: June 12-13, 1936, annual meeting.
Place: Los Angeles.
Speakers: George R. Keast, of San Fran­
cisco, “Accounting procedure."
B. J. Feigenbaum, assemblyman, of San 
Francisco, “How many feathers?”
John Parke Young, professor of eco­
nomics at Occidental College, Los 
Angeles, “Dollars and sense.”
Hubert A. Stanley, of Los Angeles, 
“Accountants’ fees.”
Ira N. Frisbee, of Beverly Hills, “Ac­
counting for ‘income’ of municipali­
ties.”
Eugene M. Berger, of Los Angeles, “The 
economic implications of the single tax 
—sales referendum.”
Elections: President — Anson Herrick, of 
San Francisco.
First vice-president—Willis C. Graves, 
of Los Angeles.
Second vice-president—A. DeWitt Alex­
ander, of San Francisco. 
Secretary-treasurer—B. W. Bours, of 
San Francisco.
Directors—Ralph W. E. Cole, of Los 
Angeles; J. B. Scholefield, of Los An­
geles ; George M. Thompson, of Los 
Angeles; Henry M. Thompson, of Los 
Angeles; and Mr. Graves.
Connecticut Society of Certified Public 
Accountants
Date: June 19, 1936, annual meeting.
Place: West Haven.
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of 
Accountants.”
Elections: President—J. William Hope, of 
Bridgeport.
Vice-president—Guy Cambria, of Mid­
dletown.
Treasurer—Milton H. Friedberg, of 
Bridgeport.
Secretary—Edward I. Petze, of New 
Haven.
Auditor—Clarence L. Johnson, of New 
Haven.
Board of governors—Lewis Sagal, of 
New Haven; Maxwell Lerner, of Hart­
ford; and Russell C. Everett, of Hart­
ford.
District of Columbia Institute of Certified 
Public Accountants
Date: June 22, 1936, annual dinner meeting. 
Place: Washington.
Speaker: John L. Carey, secretary of the 
American Institute of Accountants, “Ac­
tivities of the American Institute of Ac­
countants.”
Florida Institute of Accountants 
Date: May 29-30, 1936, annual meeting. 
Place: Miami Beach.
Speakers: Milton E. Carter, assistant to the 
commissioner of internal revenue, “Tax 
subjects of interest to the conference.” 
J. Newton Lummus, tax assessor of 
Dade county, “Intangible and personal 
property taxes.”
F. Scott Kitson, comptroller of the 
Miami Herald, “Preparation for in­
creased tax practice.”
Roger W. Cole, chairman of the Florida 
state board of accountancy, “The work 
of the Florida state board.
Elections: President—R. Warner Ring, of 
Miami.
Vice-presidents—Ira Varnedoe, of Jack­
sonville; C. Cecil Bryant, of Ocala; and
E. C. Work, of Bagdad.
Treasurer—W. F. Milton, of Miami. 
Secretary—P. W. Fisher, of Jackson­
ville.
Georgia Society of Certified Public Ac­
countants
Date: May 22-23, 1936, annual meeting. 
Place: Sea Island.
Speakers: The Reverend Royal K. Tucker, 
of Brunswick, invocation.
Stephen B. Ives, of Atlanta, “Cotton 
mill inventories.”
D. W. Springer, secretary of the Ameri­
can Society of C. P. A’s.
Elections: President—George C. Baird, of 
Augusta.
Secretary—L. E. Campbell, of Atlanta. 
Treasurer—Charles E. Davis, of At­
lanta.
Trustees—E. W. Gottenstrater, chair­
man, of Atlanta; A. L. Norris, of Ma­
con; Henry Meyer, of Savannah; Nor­
man Cann, of Atlanta; S. B. Ives, of 
Atlanta; Victor Markwalter, of Aug­
usta; H. E. Fourcher, of Columbus; 
Brooks Geoghegan, of Macon; and Sid­
ney Lee, of Savannah.
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Kentucky Society of Certified Public Ac­
countants
Date: June 19, 1936, annual meeting. 
Place: Louisville.
Elections: President — Robert Miller, of 
Louisville.
First vice-president—George F. Meld- 
rum, of Louisville.
Second vice-president — Eugene M. 
Heimerdinger, of Louisville.
Secretary and treasurer — Kenneth 
White, of Louisville.
Directors — Mr. Miller, Mr. Heimer­
dinger and William A. Hifner, of Lex­
ington.
Maryland Association of Certified Public 
Accountants
Date: June 9, 1936, final meeting.
Place: Baltimore.
Elections: President—Edward G. Shipley. 
Vice-president—Harold N. House. 
Secretary—James L. Benson.
Treasurer—Carroll F. Davis.
Auditor—Howard A. Schnepfe. 
Directors—F. Earl Reuwer, Frank A. 
Shallenberger, John L. McKewen, Wil­
liam R. Walton, Jr., J. Elwood Arm­
strong, Jr., and Leslie W. Baker. 
Michigan Association of Certified Public 
Accountants
Date: June 11, 1936, annual meeting.
Place: Detroit.
Elections: President—Edward J. Barr, of 
Detroit.
Vice-president—Cletus M. Laux, of De­
troit.
Treasurer—James W. Bartrop, of De­
troit.
Secretary—L. Earl Borland, of Detroit. 
Directors—Arnold L. Barrett, of De­
troit; Nelson J. Goodsell, of Detroit; 
Roland B. Keays, of Detroit; and Har­
old W. Scott, of Detroit.
Minnesota Society of Certified Public 
Accountants
Date: May 26, 1936, annual meeting.
Place: St. Paul.
Speaker: Robert Stevenson, of the Univer­
sity of Minnesota, “The American Ac­
counting Association.”
Elections: President—Earl A. Waldo, of 
Minneapolis.
First vice-president—Albert E. Larsen, 
of Minneapolis.
Second vice-president — Lawrence R.
Graving, of Duluth.
Secretary—Edwin L. Pearson, of Min­
neapolis.
Treasurer—James Strudwick, of Min­
neapolis.
Missouri Society of Certified Public Ac­
countants
Date: June 12, 1936, annual meeting. 
Place: St. Louis.
Elections: President—Parry Barnes, of Kan­
sas City.
First vice-president—John J. Lang, of 
St. Louis.
Second vice-president—Richard S. Wy­
ler, of Kansas City.
Secretary—R. W. Smith, of Kansas 
City.
Treasurer — William Charles, of St. 
Louis.
Members of council—Daniel M. Shee­
han, William Charles, John J. Lang, 
John M. Neumayer, Lee J. Muren, Tom
C. Hansen and F. R. Brodie. 
Mississippi Society of Certified Public 
Accountants
Date: May 29-30, 1936, annual meeting. 
Place: Gulfport.
Speakers: Henry Miller, of New Orleans.
W. Q. Sharp, of Jackson.
Elections: President—T. E. Lott, of Colum­
bus.
Vice-president—Thomas E. Walsh, of 
Greenville.
Secretary-treasurer—Dick D. Quin, of 
Jackson.
Board of governors—F. J. Block, of 
Laurel; A. L. Evans, of Gulfport; T. E. 
Lott, of Columbus; Stewart J. Parker, 
of Jackson; C. E. Powell, of Green­
wood; Dick D. Quin, of Jackson; and 
Thomas E. Walsh, of Greenville.
New York State Society of Certified Public 
Accountants 
Syracuse Chapter 
Date: May 28, 1936, annual meeting. 
Elections: President—Howard V. Swartz. 
Vice-president—Barrett J. Beckwith. 
Secretary-treasurer—Charles F. Carr. 
North Carolina Association of Certified 
Public Accountants
Date: June 19-20, 1936, annual meeting. 
Place: Rockingham.
Speakers: B. F. Reynolds, mayor of Rock­
ingham, address of welcome.
Clarence Kuester, of Charlotte.
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A. J. Maxwell, state revenue commis­
sioner, “A perspective and comparative 
view of the state’s fiscal problems.” 
Elections: President—Leslie A. Heath, of 
Charlotte.
Vice-president—George E. Dombhart, of 
Charlotte.
Secretary—Elton B. Taylor, of Char­
lotte.
Treasurer—Earle E. Peacock, of Chapel 
Hill.
Directors—Albert H. Blake, of Ashe­
ville; R. L. Bradley, of Lenoir; W. C. 
Nichols, of Wilmington; and George R. 
Poole, of Raleigh.
Oregon State Society of Certified Public 
Accountants 
D ate: June 10, 1936, annual meeting.
Place: Portland.
Elections: President—J. C. Goldrainer, of 
Portland.
Vice-president — R. B. Stratford, of 
Portland.
Secretary—C. E. Rawlinson, of Port­
land.
Treasurer—Virgil DeLap, of Portland. 
Pennsylvania Institute of Certified Public 
Accountants
D ate: June 18-20, 1936, annual meeting. 
Place: Bedford Springs.
Speakers: George McCabe, assistant profes­
sor of economics, Catholic University of 
America, Washington, D. C., “Taxa­
tion and its relation to economics.”
Leon D. Metzger, of Harrisburg, for­
mer Pennsylvania state secretary of 
revenue, “New Pennsylvania tax legis­
lation.”
Charles S. Tippetts, dean of the school 
of business administration, University 
of Pittsburgh, “What other countries 
have done to force business recovery.” 
E lections: President—J. Cyril McGarrigle, 
of Philadelphia.
Vice-president—John C. Parry, Jr., of 
Philadelphia.
Secretary—Robert J. Bennett, of Phila­
delphia.
Treasurer—David M. Fillman, of Phila­
delphia.
Pittsburgh Chapter
D ate: May 26, 1936, annual meeting. 
Speaker: I. H. Krekstein, director of cor­
poration taxes, Pennsylvania depart­
ment of revenue.
Elections: Chairman—G. Clayton Shannon. 
Vice-chairman—Paul W. Pinkerton. 
Secretary—Ira G. Flocken.
Treasurer—0. L. K. McKibben.
Auditor—Norman Schaller.
Utah Association of Certified Public Ac­
countants
D ate: May 14, 1936.
P lace: Salt Lake City.
S peaker: Seymour B. Wells, “Provisions of 
the present corporation tax bill.”
Virginia Society of Public Accountants
D ate: June 12-13, 1936, spring meeting. 
Place: Old Point Comfort.
Speakers: C. H. Morrissett, Virginia state 
tax commissioner, “Present-day tax 
problems.”
Milton E. Carter, assistant to the com­
missioner of internal revenue of the 
United States, “Administration of the 
federal social security act.”
Charles B. Couchman, of New York, 
chairman of American Institute of Ac­
countants special committee on natural 
business year and member of the natural 
business year council, “The natural 
business year.”
General H. C. Pratt, air corps, U. S. A., 
commanding general of Langley Field, 
“The part of aviation in national de­
fense.”
Washington Society of Certified Public 
Accountants
Seattle Chapter
D ate: May 20, 1936, annual meeting. 
E lections: President—E. F. Chabot. 
Vice-president—C. L. Stone. 
Secretary-treasurer—J. L. Cook. 
Auditor—David Hill.
Directors—Mr. Chabot, Mr. Stone, Mr. 
Cook, Albert V. Nelson and John H. 
Benson.
Directors of the state society—Mr. Cha­
bot, Harold L. Scott, F. O. Johnson, 
Carlos Zener, C. S. Cowan and Paul R. 
Strout.
Wisconsin Society of Certified Public Ac­
countants
Milwaukee Chapter 
D ate: May 28, 1936, annual meeting. 
E lections: Chairman—R. P. Kaesshaefer. 
Vice-chairman—M. A. Feldmann. 
Secretary and treasurer—R. F. Linehan,
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SCHEDULE OF TRAINS TO ANNUAL MEETING
Fri. Oct. 16 Lv. New York N. Y. C. R. R. 6:00 P. M. E. S. T.
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Fri. Oct. 16 Lv. Boston B. & A. R. R. 3:40 P. M. E. S. T.
Fri. Oct. 16 Lv. Albany N. Y. C. R. R. 9:03 P. M. E. S. T.
Fri. Oct. 16 Lv. Utica N. Y. C. R. R. a7:47 P. M. E. S. T.
Fri. Oct. 16 Lv. Syracuse a8:57 P. M. E. S. T.
Fri. Oct. 16 Lv. Rochester a10:30 P. M. E. S. T.
Fri. Oct. 16 Lv. Buffalo a10:18 P. M. E. S. T.
Sat. Oct. 17 Lv. Cleveland Big Four R. R. b2:35 A. M. E . S. T.
Sat. Oct. 17 Lv. Indianapolis 
Sat. Oct. 17 Ar. St. Louis
Big Four R. R. 11:05
4:00
A.
P.
M.
M.
C.
C.
T.
T.
In the event a sufficient number of reservations are received from upstate points between Utica 
and Buffalo, a special Pullman sleeping car will be provided. This car will be operated on 
schedule shown from starting point, but arrival time at St. Louis will be 4:00 P. M. instead of 
1:10 P. M. This arrangement will be made so that members from Utica, Syracuse and Rochester 
may join with the New York city and New England members, and arrive at St. Louis on the 
same train.
Sat. Oct. 17 Lv. Cincinnati B ig Four R. R. 9:00 A. M. C. T.
Sat. Oct. 17 Ar. St. Louis 4:00 P. M. C. T.
Fri. Oct. 16 Lv. Detroit M. C. R. R. 11:45 P. M. E. S. T.
Sat. Oct. 17 Lv. Toledo 1:40 A. M.
Sat. Oct. 17 Ar. St. Louis 1:10 P. M. C. T.
Sleeping car from Detroit and Toledo to Indianapolis, thence parlor car to St. Louis.
Sat. Oct. 17 Lv. Chicago Alton R. R. 12:30 P. M.
Sat. Oct. 17 Ar. St. Louis 6:00 P. M.
Fri. Oct. 16 Lv. North Philadelphia Penn. R. R. 10:03 P. M.
Fri. Oct. 16 Lv. Washington 8:20 P. M.
Fri. Oct. 16 Lv. Baltimore 9:12 P. M.
Sat. Oct. 17 Lv. Harrisburg 12:15 A. M.
Sat. Oct. 17 Lv. Columbus, O. 9:35 A. M.
Sat. Oct. 17 Ar. St. Louis 4:55 P. M.
Fri. Oct. 16 Lv. Pittsburgh *11:20 P. M.
Sat. Oct. 17 Ar. St. Louis 1:20 P. M.
Sat. Oct. 17 Lv. St. Louis Missouri Pacific R. R. 5:30 P. M.
Sun. Oct. 18 Ar. Dallas, Tex. 9:30 A. M.
Cost of Round Trip railroad ticket (limited to 30 days) and one-way P ullman rates from
points shown to Dallas:
Double Double Compart­ Drawing
Round trip Lower bedroom bedroom ment room
From rail ticket berth 1 person 2 persons 2 persons 2 persons
New York _______  $67.25 $11.75 $21.15 $23.50 $33.00 $42.00
Boston __________  79.35 13.00 23.40 26.00 36.50 46.00
Philadelphia _____ 61.85 11.25 20.25 22.50 31.50 40.00
Chicago** .............. 38.20 6.50 10.90 13.00 17.50 22.00
St. Louis ................  26.70 5.50 9.90 11.00 15.50 20.00
(a) Arrive St. Louis 1:10 P. M.
(b) Sleeper open at 9:00 P. M., and arrives St. Louis 1:10 P. M.
* Sleeper open at 9:30 P. M.
** Seat space from Chicago to St. Louis and Pullman accommodations beyond as shown.
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AMERICAN INSTITUTE OF ACCOUNTANTS
ANNUAL MEETING OF INSTITUTE
In the July issue of the Bulletin  all 
those planning to attend the annual 
meeting of the Institute, to be held at 
Dallas, October 19th to 22nd, were ad­
vised to make reservations as soon as 
possible. The committee on meetings re­
quests that members make reservations 
through the committee rather than by 
direct correspondence with the hotel. 
With a circular letter to the membership, 
the committee is enclosing a question­
naire on which the accommodations de­
sired can be indicated.
L arge A ttendance  U rged 
In this letter, a large attendance at the 
meeting is urged and each member and 
associate is asked to notify the committee 
whether or not he intends to be present. 
The principal reasons for this request are 
given as follows:
“1. October is expected to be the banner 
month of the Texas centennial celebration 
period and hotel accommodations will be in 
great demand. Although an adequate num­
ber of rooms at the Baker hotel to accom­
modate an estimated maximum attendance 
has been reserved, it is, nevertheless, very 
important that your committee ascertain as 
soon as possible the approximate number that 
plan to attend.
“2. It appears reasonably certain that the 
American Institute of Accountants and the 
American Society of Certified Public Ac­
countants will be merged at the Dallas meet­
ing, thus greatly increasing the attendance 
and the demand for hotel accommodations. 
History will be made at the Dallas meeting 
and you will surely want to be there.”
The most recent information on ac­
commodations which will be available at 
the Baker hotel is as follows:
Double rooms with twin beds and bath— 
$6.00 a day.
Single rooms with bath—$3.00, $3.50, $4.00 
and $5.00 a day.
Two-room suites (two persons)—$12.00 a 
day.
Two-room suites (three persons)—$14.00 a 
day.
Registration fees have been fixed at 
$8.00 each for members, associates and
male guests and $6.00 each for ladies. 
The registration fees include the banquet 
and other entertainment, except the golf 
and tennis tournaments, for which en­
trance fees will be charged those partici­
pating.
A ddresses 
Since publication of the last Bulletin, 
Norman L. McLaren, of San Francisco, 
has accepted an invitation to speak at the 
meeting on the subject, “ Tax manage­
ment under the revenue act of 1936.” 
Mr. McLaren is a partner of McLaren, 
Goode & Co. He was chairman of the 
committee on federal legislation during 
the year 1933-1934 and is now a vice- 
president of the Institute. Victor H. 
Stempf, of New York, partner of Touche, 
Niven & Co. and chairman of the Insti­
tute’s committee on federal taxation, will 
speak on the subject, “ Advantages and 
disadvantages of consolidated state­
ments."  As was announced earlier, 
Henry H. Heimann, of New York, execu­
tive manager of the National Association 
of Credit Men, has agreed to make an 
address on a subject which has not yet 
been selected. There will be five ad­
dresses in all, three on Tuesday, October 
20th, and two on Thursday, October 
22nd.
R ound-table D iscussion  
Round-table discussions of timely sub­
jects will be held on October 21st and 
22nd. Arrangements have been made for 
discussion of the following topics: “ Ac­
counting problems of the oil and gas 
industry,” led by N. O. Richardson, of 
Beaumont; “ The Institute bulletin, Ex­
amination of Financial Statements by  
Independent Public Accountants,”  led 
by Dwight Williams, of Oklahoma City; 
“ To what extent is reinvestment of earn­
ings compulsory and what are the results 
of failing to recognize these require­
ments,” led by A. S. Fedde, of New 
York; “ S. E. C. forms and requirements 
relating to accounting,” led by C. Au­
brey Smith, of Austin; “ Training of cer­
tified public accountants,” leader to be 
announced; “ Variation in requirements 
as between industries for fixed and work­
ing capital,” leader to be announced.
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T ra n spo r ta tio n  
Facilities for transportation to and 
from the annual meeting were announced 
in the Bulletin  for July. Special rates 
due to the Texas centennial celebration 
will be available from all portions of the 
United States and will result in approx­
imately the same saving as “ convention 
rates,” which were allowed in other 
years but have now been discontinued. 
The committee on meetings has an­
nounced the following first class, round 
trip, thirty-day limit fares (Pullman 
fares additional) from 22 key cities to
D alla s:
A tlanta................ ................. $33.55
Birmingham.........................  26.90
Boston .................................. 79.35
Buffalo ............................ 61.85
Chattanooga ........................ 31.30
Chicago ................................ 38.20
Cincinnati ............................ 38.75
Cleveland .............................  54.05
Denver .................. ............... 33.35
Detroit _________________ 52.50
El Paso ................................ 25.90
Indianapolis .......................  38.75
Kansas C ity .......................... 19.80
Los Angeles.......................... 70.45
Montgomery ........................ 30.80
Nashville .............................. 28.30
New Orleans............ ........... 20.85
New York.............................. 67.25
Philadelphia .......................  61.85
St. Louis .............................. 26.70
San Francisco.....................  72.00
Washington_____________ 56.05
ANNUAL MEETING OF DOMINION 
ASSOCIATION
The annual meeting of the Dominion 
Association of Chartered Accountants 
will be held at Toronto, August 24th to 
27th. The American Institute of Ac­
countants will be officially represented 
by Charles B. Couchman, of New York, 
past president, and by John L. Carey, 
secretary.
There will be three technical ad­
dresses, one of which will be delivered 
by George R. Freeman, of London, for­
mer president of the Institute of Char­
tered Accountants in England and 
Wales. Mr. Couchman will speak at a 
luncheon to be held on August 27th.
"ONE NATIONAL ORGANIZATION"
A majority of the members of the 
Institute has voted in favor of the mer­
ger with the American Society of Certi­
fied Public Accountants in response to 
a questionnaire submitted to the member­
ship under date of June 30, 1936. Of a 
total of 2,184 members, 1,212 have voted 
in the affirmative and 205 in the nega­
tive, as this Bulletin  goes to press.
Informal advices from the American 
Society indicate that a majority of its 
members also have approved the merger. 
The executive committees of both bodies, 
therefore, plan to take the steps neces­
sary to give effect to the proposals for 
which the memberships have voted.
A m e n d m e n t s  to B y -l a w s
According to the present plan mem­
bers of the American Society who are 
eligible for admission to the Institute 
under existing requirements will be in­
vited to become members of the Institute 
at once in order that they may vote at 
the annual meeting of the Institute at 
Dallas. In order that members of the 
Society who do not at present meet the 
technical requirements of the Institute s 
by-laws may be admitted to membership 
in the Institute, it will be necessary to 
adopt an amendment to the by-laws at 
the annual meeting specifically provid­
ing for their admission.
In accordance with prior arrange­
ment it is expected that amendments to 
the by-laws will also be presented deal­
ing with the proposed change of name 
of the Institute to “ American Institute 
of Certified Public Accountants” and 
with a proposal that members in the sev­
eral geographical regions be given full 
control over the nomination and election 
of members of council from such regions.
While many members of the Institute 
have agreed that these two questions 
should be submitted to the entire mem­
bership for a mail ballot and have 
pledged themselves to vote for such 
submission at the annual meeting at Dal­
las, no member has bound himself fin­
ally to vote in the mail ballot either for 
or against either of the two proposals.
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In a letter to the membership dated 
July 30th, Robert H. Montgomery, presi­
dent of the Institute, explained that any 
member could vote in favor of submit­
ting these proposals for a referendum 
by mail but later vote against the amend­
ments in the referendum itself. The re­
verse would be equally true.
S ociety to Meet at D allas
The annual meeting of the American 
Society of Certified Public Accountants, 
which was to have been held at Minne­
apolis, September 14th to 17th, will 
be held at Fort Worth on October 17th 
and 18th, with headquarters at the 
Blackstone hotel. Those in attendance 
will participate in the Institute meeting 
beginning October 19th. The announce­
ment of altered plans was accompanied 
by a statement that “ this change was 
deemed advisable in view of the pre­
ponderance of affirmative votes already 
received by both the Institute and the 
Society on the question of consolida­
tion."
In view of this action the Institute’s 
committee on meetings now estimates 
the attendance at the Dallas meeting at 
about 500.
STOCKHOLDERS' PARTICIPATION 
IN PROFITS
The Institute has recently received 
copies of the first two of a series of stud­
ies of stockholders’ participation in prof­
its, by W. H. S. Stevens, adjunct pro­
fessor of finance, graduate school, Amer­
ican University, Washington, under a 
grant-in-aid from the Social Science Re­
search Council. A limited number of re­
prints of these papers are available to 
members who may be interested. They 
may be obtained by direct communica­
tion with Professor Stevens.
The first of the series appeared in the 
Columbia Law Review  under the title, 
“ Rights of non-cumulative preferred 
stockholders."  The second, which was 
published in the Georgetown Law Jour­
nal, was entitled “ The discretion of di­
rectors in the distribution of non-cumu­
lative preferred dividends.” Papers 
dealing with other phases of the subject 
are to be published.
DEVELOPMENT OF THE INSTITUTE
A subcommittee of Louisiana members 
of the American Institute of Account­
ants has been formed, with the approval 
of the president, by John F. Hartmann, 
of New Orleans, member of the special 
committee on development of the Insti­
tute. The members of the subcommittee 
are Mr. Hartmann, chairman; Leonard 
E. Schenck and Archie M. Smith, of 
New Orleans; and Ralph B. Eglin, of 
Shreveport.
DEFICIENCY LETTERS ISSUED 
BY S. E. C.
The attention of the Institute’s special 
committee on cooperation with the se­
curities and exchange commission has 
been directed from time to time to un­
usual points which have been raised in 
deficiency letters issued by the commis­
sion in connection with registration 
statements under the securities act and 
the securities exchange act. Some of the 
questions relating to the financial state­
ments and the auditors’ report thereon 
have an important bearing upon ac­
counting practice and procedure, and 
merit, in the opinion of the committee, 
careful consideration by the accounting 
profession.
Variations from what has been con­
sidered the generally accepted account­
ing practice of the past, though arising 
in the practice of an individual account­
ant or firm of accountants, are of im­
portance in that they may establish pre­
cedents which affect the practice of the 
accountants as a whole. The committee 
accordingly suggests that members of 
the Institute should refer to it, for con­
sideration and such action as the com­
mittee may deem it advisable to take, 
any deficiencies having a bearing on 
what are considered accepted accounting 
practices or procedures, which arise in 
the filing of statements and reports un­
der the securities act or the securities 
exchange act.
The committee recognizes that it will 
not always be practicable to refer a ques­
tion to it before the question has been 
disposed of with the commission. It is 
suggested, however, that even though the
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accountant has found it necessary in the 
particular case to accede to the wishes 
of the commission he should bring the 
matter to the attention of the committee 
so that steps can be taken towards hav­
ing the practice modified in the future 
if  such a course should seem advisable.
THOMAS A. ANDREWS
The death of Thomas A. Andrews, of 
Jackson, Tenn., a charter member of the 
Institute, occurred on July 9, 1936. Mr. 
Andrews was 70 years old. A partner 
of the Memphis firm of Bolin, Andrews 
& Ivy, he was a certified public account­
ant of Tennessee and a member of the 
Memphis chapter of the Tennessee So­
ciety of Certified Public Accountants.
HOWARD N. BABCOCK
Howard N. Babcock, of Syracuse, a 
charter member of the Institute, died on 
July 15, 1936, at the age of 74. Mr. 
Babcock had been in retirement since 
1928. He practised public accounting 
on his own account in Syracuse for thirty 
years and during the period from 1904 
to 1909 served by appointment as audi­
tor of the city of Syracuse.
HYMAN H. STEINBERG
The Institute has been informed of 
the recent death of Hyman H. Stein­
berg, of New York, an associate member 
of the Institute, admitted in 1934. He 
was associated with Reuben R. Robin­
son & Co. Mr. Steinberg was a grad­
uate of Northwestern University and 
attended Boston University. He was a 
certified public accountant of Massa­
chusetts.
ERRATUM
In announcing the death of Frederic 
Albert Smith, a charter member of the 
Institute, in the Bulletin  for June 15, 
1936, it was stated that Mr. Smith had 
been a member of the board of examin­
ers of the state of Kansas from its origin 
in 1909 until 1930. This was in error. 
It was the board of examiners of the 
state of Missouri on which Mr. Smith 
served for so many years.
PUBLIC UTILITY ACCOUNTING
Recent activities of the special com­
mittee on public utility accounting il­
lustrate one of the important features 
of the Institute’s work, the presentation 
of the profession’s views on what con­
stitutes sound accounting practice and 
the constant effort to have those views 
recognized by regulatory bodies. As 
reported in earlier issues of the Bulletin, 
the special committee has conferred with 
both the securities and exchange com­
mission and the federal power commis­
sion regarding uniform systems of ac­
counts for companies subject to the pub- 
lic-utility-holding-company act and the 
federal power act. The following mem­
orandum, prepared by the committee, 
shows the extent to which its activities 
are reflected in the systems of accounts 
now prescribed for public utilities and 
licensees under the federal power act and 
mutual and subsidiary service companies 
under the holding-company act.
“ Co-o p e r a t io n  w i t h  F ed er a l  
P o w e r  C o m m is s io n
“In the July issue of the Bulletin there 
was published a memorandum addressed by 
the special committee on public utility ac­
counting to the federal power commission, 
with respect to a uniform system of accounts 
to be prescribed for public utilities and li­
censees subject to the provisions of the fed­
eral power act. This system was approved 
and promulgated in final form on June 16, 
1936, to be effective as of January 1, 1937. 
In a number of particulars the commission 
followed the recommendations contained in 
the memorandum submitted by the commit­
tee.
“The original draft of the system provided 
for the institution of compulsory ‘straight- 
line’ depreciation. The committee did not 
attempt to discuss the merits or demerits of 
the several recognized methods of deprecia­
tion accounting but took the position that 
corporate earnings of a regulated industry 
could not equitably be charged with deprecia­
tion on a basis totally unrelated to that used 
in determining the permitted rates which pro­
duce such earnings, and that, therefore, the 
introduction of compulsory straight-line de­
preciation should not be undertaken in ad­
vance of general acceptance of the method for
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rate regulation purposes, not only by state 
commissions but by the courts of final appeal. 
In the final draft the commission merely 
provides that ‘each utility shall record, as at 
the end of each month, the estimated amount 
of depreciation accrued during that month 
on depreciable . . . plant.’
“This represents a substantial modification 
of the original provisions and the committee 
is informed that, in effect, it permits each 
company to determine the method of de­
preciation accounting best suited to its re­
quirements, subject to approval by the com­
mission.
“Another point upon which the committee 
submitted recommendations was with refer­
ence to the treatment of expenses incurred in 
the rehabilitation of purchased property. The 
original draft provided that expenses of this 
nature should be accounted for in the same 
manner as in the case of property originally 
constructed and owned by the utility; that is, 
by charges to current maintenance expense. 
The revised draft gives effect to the com­
mittee’s suggestions and provides that ‘if 
property acquired in the purchase of an 
operating unit or system is in such physical 
condition when acquired that it is necessary 
substantially to rehabilitate it in order to 
bring the property up to the standards of the 
utility, the cost of such work, except replace­
ments, shall be accounted for as a part of the 
purchase price of the property.’
“Again, the original draft required a cor­
poration to record its properties, not at cost 
to itself but at cost to the person first devot­
ing such property to public service. The 
committee gave as its opinion that there was 
no justification for the inclusion, in a system 
intended primarily to meet the corporate 
needs of utilities, of a provision which forces 
the subject companies to depart from ac­
cepted accounting principles in the recording 
at the actual cost to them of the properties 
owned. Notwithstanding the representations 
made by the committee, the final draft retains 
these provisions in substantially their orig­
inal form. In the June issue of the Bulletin 
were printed excerpts from an address by 
the chairman of the special committee before 
the Illinois Society of Certified Public Ac­
countants, which summarized the views ex­
pressed by the committee in this regard.
“ C o-o p e r a t io n  w i t h  S. E. C.
“The committee has also been conferring 
with the securities and exchange commission 
with reference to uniform systems of ac­
counts for (1) holding companies, and (2) 
mutual and subsidiary service companies, un­
der the public-utility-holding-company act of
1935. With respect to holding companies, 
the conferences have not as yet been con­
cluded and the committee is continuing its 
discussions with the commission by corre­
spondence. With respect to mutual and 
subsidiary service companies, however, the 
commission, under date of May 12, 1936, 
adopted a uniform system of accounts effec­
tive as at August 1, 1936. While this system 
does not involve any major accounting prin­
ciples, such recommendations as were made 
by the committee were adopted in their en­
tirety.
“The original draft of this system provided 
for an extensive functional classification of 
service costs. The committee recommended 
that, initially, the expense accounts be de­
signed to show only the cost of each general 
class of service furnished by the companies, 
to the extent necessary to secure an equitable 
allocation thereof to the companies served; 
and that the more extensive functional classi­
fication be deferred until the commission has 
had an opportunity to make a further study 
of this question and determine the practica­
bility and value of such functional distribu­
tion. This recommendation was adopted by 
the commission and the system, as approved, 
appears to be free from unnecessary com­
plexities and burdensome requirements in 
this particular.
“The public-utility-holding-company act of 
1935 requires that mutual and subsidiary 
service companies render service at cost and 
the opinion of the committee was requested 
as to whether such cost should properly in­
clude a fair return on the capital furnished 
by associate companies. It was the majority 
opinion of the committee that cost should be 
interpreted to include such fair return; and 
the chairman of the committee personally 
submitted a memorandum in support of that 
position. The system, as promulgated, pro­
vides that cost shall include ‘such amount as 
properly may be added as compensation for 
the use of capital not otherwise compen­
sated.’
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“The committee desires to record its grati­
fication at the courteous consideration ac­
corded its recommendations by the govern­
mental agencies with which it has conferred. 
Activities of this nature can not fail to be 
of benefit in advancing the prestige of the 
profession and securing recognition of prin­
ciples of accounting accepted by the profes­
sion.”
CAPITAL-STOCK AND EXCESS-PROFITS 
TAXES
The effect of the revenue act of 1936 
upon the capital-stock tax and excess- 
profits tax imposed by the revenue act 
of 1935 is explained in a memorandum 
provided for the information of members 
by the chairman of the Institute’s com­
mittee on federal taxation, Victor H. 
Stempf, of New York. Capital-stock-tax 
returns for the year ended June 30, 
1936, were due for filing on or before 
July 31, 1936, but it is believed that 
since extensions are authorized by the 
statute, many returns will be filed dur­
ing August and September. Following 
is the committee’s memorandum:
“The federal capital-stock tax returns for 
the year ended June 30, 1936, which were due 
for filing on or before July 31, 1936, are 
returns of the tax imposed by the revenue 
act of 1935 (section 105), as amended by the 
revenue act of 1936 (section 401). The latter 
act does not impose any capital-stock tax 
itself, but merely amends section 105 of the 
former act to reduce the tax rate from $1.40 
to $1.00 per $1,000.00 of declared value and 
to make references, where required, to the 
income-tax provisions of the revenue act of
1936. It should be noted that, as the 1935 
act capital-stock-tax provisions are first ap­
plicable for the year ended June 30, 1936, 
they were never effective prior to amendment 
by the 1936 act. Accordingly, no tax has 
been, or will be, payable at the rate of $1.40 
per $1,000.00 of declared value.
“Apart from the ineffective increase in tax 
rate, the capital-stock-tax provisions of the
1935 act are almost exactly the same as those 
contained in the revenue act of 1934. The 
only difference is the omission of any pro­
vision corresponding to section 701(3) and 
(4) of the 1934 act, which exempted corpora­
tions which did not do business during any 
part of the period from the date of enact­
ment of the 1934 act to June 30, 1934. The 
effect of this omission is to make all corpora­
tions which carried on business during any 
part of the year ended June 30, 1936, sub­
ject to the tax, even though they ceased to do 
business prior to the enactment of the 1935 
act (August 30, 1935). It appears also to 
have the effect of making July 1, 1935, the 
date of accrual of the tax payable for the 
year ended June 30, 1936, instead of the 
date of enactment of the act.
“D ecla r ed  V a l u e
“The 1935 act provides that an entirely 
new declaration of the value of the capital 
stock is to be made in the return for the 
year ended June 30, 1936. As in previous 
acts, the original declared value can not sub­
sequently be amended. The value of the 
capital stock is to be declared as of the close 
of the corporation’s last income-tax taxable 
year ended prior to July 1, 1936. For ex­
ample, a corporation which reports its in­
come for income-tax purposes on a calendar- 
year basis, will declare the value of its capi­
tal stock as at December 31, 1935.
“A new corporation which has been organ­
ized during the taxable year ended June 30,
1936, and has established an accounting 
period (for federal income-tax purposes) 
ended on or prior to June 30, 1936, must 
declare the value of its capital stock as of 
the close of such period. If no such period 
has been established, the value must be de­
clared as of the date of the organization of 
the corporation.
“For years subsequent to the year ended 
June 30, 1936, the basis for the capital-stock 
tax is the ‘adjusted declared value,' computed 
in accordance with the provisions of the 
statute.
“ E x c e s s -pr o f it s  T a x
“As in the past, a related excess-profits tax 
is imposed by section 106 of the revenue act 
of 1935, as amended by section 402 of the 
revenue act of 1936. The only amendments 
made by the latter act are (1) to remove the 
allowance of federal income tax as a deduc­
tion in computing net income subject to 
excess-profits tax, but (2) to allow the deduc­
tion of the ‘dividend received’ credit of 85% 
and (3) to state that the excess-profits tax 
itself is not to be deducted in computing the 
income subject to excess-profits tax. These 
amendments are applicable only to taxable 
years commencing after December 31, 1935.
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Accordingly, corporations with taxable years 
ending after June 30, 1936, but before De­
cember 31, 1936, will be permitted to deduct 
the income tax payable for such year from 
their net income in computing the income 
subject to excess-profits tax. Amendments 
(2) and (3) were necessary because the 1936 
revenue act changed the computation of net 
income by (2) making 85% of domestic divi­
dends received a credit against net income 
instead of a deduction in computing net in­
come and (3) allowing the excess-profits tax 
as a deduction in computing net income. As 
corporations filing income-tax returns for 
fiscal years ending after June 30, 1936, but 
before December 31, 1936, will file them un­
der the revenue act of 1934, it was not neces­
sary that these amendments should be made 
applicable thereto.
“It should be noted that the income subject 
to excess-profits tax, in years governed by the 
revenue act of 1936 (years commencing after 
December 31, 1935) will contain 15% of any 
domestic dividends received, as the credit 
therefor for excess-profits tax is the same as 
for income tax—85%.
“ D e t e r m in a t io n  of  O r ig in a l  D e c l a r e d  
V a l u e
“In the determination of original declared 
value it will be necessary to consider the fol­
lowing factors:
“ (1) What the corporation’s annual earn­
ings are likely to be in the current and sub­
sequent years (since no excess-profits tax will 
be imposed if the adjusted declared value is 
at least ten times the net income subject to 
such ta x );
“ (2) The effect of the adjustments re­
quired by section 105 in determining the ad­
justed declared value for future years, with 
special consideration for the following possi­
bilities :
“ (a) A large taxable loss for any one year 
would greatly reduce and likewise a large 
taxable income would greatly increase the 
adjusted declared value for future years, 
“(b) The adjusted declared value for fu­
ture years will tend to be inflated by all 
unallowable deductions as explained above, 
so, if it is believed that these items will be 
relatively large, then serious consideration 
should be given to the effect of this factor, 
“(c) I f  increase or decrease of capital 
stock is contemplated, the effect of such ad­
justment should be taken into account;
“ (3) The fact that an abnormally large 
income for any one year will result in a large 
excess-profits tax liability for that year. 
“ D e d u c t io n  o f  C a p it a l - s t o c k  T a x  f o r  
F e d e r a l  I n c o m e -t a x  P u r p o s e s  
“Although, as indicated above, the capital- 
stock tax for the year ended June 30, 1936, 
accrued on July 1, 1935, it was not known 
until June, 1936, that the rate of tax would 
be $1.00 instead of $1.40. Consequently, a 
deduction has been claimed in income-tax re­
turns for the year which included July 1,
1935, of an estimated capital-stock tax based 
on the $1.40 rate.
“Under the principle that each year stands 
by itself, the reduction in tax rate should 
not affect the deduction of the accrual for 
fiscal years ended on or prior to May 31,
1936 (since the rate was not reduced until 
June 22, 1936). I f  the bureau adopts this 
theory (as it did with respect to the 1934 
capital-stock tax), then the excess accrual 
deducted in the return which contained July
1, 1935, would constitute taxable income for 
the subsequent taxable year.
“On the other hand, it is quite probable 
that the bureau will take a practical view of 
this matter, especially since the deduction 
was, in most cases, based on an estimated 
original declared value which might differ 
materially from the amount actually declared, 
and disallow the deduction in excess of the 
tax actually paid in 1936.”
AMERICAN WOMAN'S SOCIETY 
OF C. P. A.'s
The fourth annual meeting of the 
American Woman’s Society of Certified 
Public Accountants was held at the Con­
gress hotel, Chicago, on July 25, 1936. 
The society was formed in 1933 to ad­
vance the interests of women certified 
public accountants. Miss Gertrude B. 
Coogan, of Northwestern University, was 
the principal speaker at the meeting this 
year. Her topic was “ Money creation 
or destruction.”
The following officers were elected for 
the coming year: Mrs. Anne M. Lord, of 
Aurora, Ill., president; Miss H. Claire 
Haines, of Salt Lake City, vice-presi­
dent; Miss Alma Merkert, of Marion, 
Ind., treasurer; and Miss Mary C. Gil­
dea, of Chicago, secretary.
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DECISIONS OF THE S. E. C.
An examination of published decisions 
of the securities and exchange commis­
sion in proceedings under the securities 
act of 1933 shows that questions of ac­
counting procedure are involved in most 
of the eases in which the commission has 
taken exception to items included in reg­
istration statements. As reported in the 
Bulletin  of the Institute for July 15, 
1936, in some cases the commission has 
questioned the procedure of independent 
public accountants in the examination 
and certification of financial statements 
filed as a part of registration statements. 
A compilation of decisions rendered by 
the commission during the period from 
July 2, 1934, to September 3, 1935, may 
be obtained from the government print­
ing office.
ADVANTAGES OF NATURAL BUSINESS 
YEAR FOR TAX PURPOSES
The advantages of adopting a natural 
business year for federal income-tax 
purposes are explained by Commerce 
Clearing House in a recent addition to 
its Federal Tax Service. The same sub­
ject is also treated in the July issue of 
The Tax Magazine. Following are the 
paragraphs published by Commerce 
Clearing House:
“ F is c a l -y e a r  A c c o u n t in g  P er io d  a n d  
T a x a b l e  Y e a r
“Change to Such Y ear May Prove Advan­
tageous.—Many business firms have been im­
pressed with the advantages of having the 
accounting period end at a time of the year 
when inventories are low and otherwise con­
ditions are more favorable for an audit than 
at the close of a calendar year but have been 
deterred by the belief that the change would 
be difficult on account of income-tax laws and 
regulations.
“The revenue act of 1936 provides merely 
that the net income shall be computed upon 
the taxpayer’s accounting period (fiscal or 
calendar year). If a taxpayer changes from 
one accounting period to another—from cal­
endar year to fiscal year, or vice versa, or 
from one fiscal year to another—it is required 
that the net income, with the approval of the 
commissioner of internal revenue, be com­
puted on the basis of such new accounting 
period.
“Form 1128 is provided for making an ap­
plication for change of the accounting period. 
This form must be filed prior to the expira­
tion of 30 days after the close of the pro­
posed period for which a return would be 
required to effect the change. The due date 
for the new return is the fifteenth day of the 
third month after the close of the new period.
“While the treasury department has ruled 
that changes in the taxable year are not 
lightly to be approved, it interprets the in­
tent of the statute to be that the taxpayer 
shall adopt the accounting period which, in 
view of the character of his business, is most 
serviceable in securing an exact measure of 
annual net income. More than 2,000 changes 
from the calendar-year to the fiscal-year 
basis are reported to have been approved by 
the commissioner during the past twelve 
months.
“If a taxpayer, with the approval of the 
commissioner, changes the basis of computing 
net income from a calendar year to a fiscal 
year a separate return is required for the 
period between the close of the last calendar 
year for which return was made and the date 
designated as the close of the fiscal year.
“ A d v a n t a g e s  o f F is c a l -y e a r  B a s is
“Whereas the accounting period used by 
most taxpayers is the calendar year, a num­
ber of taxpayers have found it advantageous 
to adopt fiscal years which closely conform 
to their operating seasons; that is, their natu­
ral business years. A natural business year 
has been defined as the period of twelve con­
secutive months which coincides with the 
annual cycle of business activities of an 
enterprise. It usually ends when business 
activities have come to a natural and tem­
porary pause and when inventories, receiva­
bles and liabilities are substantially reduced. 
Financial statements as of the end of a 
natural business year reflects the results of a 
complete season of operations and also show 
a concern in its most liquid condition. In 
addition, there are certain advantages to be 
gained from computing net income for tax 
purposes on the basis of a natural business 
year. Among these are the following:
“(1) In many industries inventories are so 
great a factor that variation of a small per­
centage in valuation might make the entire 
difference between a profit and a loss for the 
year. Overvaluation of inventory will result 
in overpayment of tax, and such overpay­
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ment can never be recovered, even though the 
market should begin to decline on the day 
after the inventory has been valued and a 
subsequent net loss be incurred. The effect 
of such variations diminishes with the size of 
the inventory, and the possibility of over­
statement of profits in this way is reduced to 
a minimum if accounts are closed at the end 
of a natural business year, when inventories 
have largely been converted into cash.
“(2) In recent years tax laws have not 
been retroactive to fiscal years ending in the 
year in which the laws became effective. With 
the probability of increasing taxes, taxpayers 
who have been using the calendar year as the 
basis of returns, but are engaged in indus­
tries where the natural business year ends at 
a date other than December 31, may receive a 
legitimate tax benefit by changing to a fiscal- 
year basis.
“ (3) Under a law which taxes undistrib­
uted corporate profits, it would be advantage­
ous to adopt an accounting period which 
closes at a date soon after assets have, to the 
greatest extent possible, been converted into 
cash. Not only would there be less possi­
bility of overvaluation of assets with conse­
quent overstatement of taxable profits, but 
profits realized would have been available in 
cash for distribution as dividends, again re­
ducing tax liability beyond the extent possi­
ble at another date.”
Among other recent articles on the 
subject of the natural business year is 
one which appeared in the July issue of 
The Controller, publication of the Con­
trollers Institute of America. The work 
of the Natural Business Year Council 
is reviewed and The Natural Business 
Year as the Proper Fiscal Period, pub­
lication of the council, is quoted exten­
sively.
STATE BOARD REGISTER
The first annual register of the 
Georgia state board of accountancy has 
just been issued in compliance with the 
act approved on March 28, 1935, which 
extensively amended the accountancy 
law of the state. The register lists the 
recipients of Georgia C.P.A. certificates, 
giving their certificate numbers and 
their addresses. In addition, the ac­
countancy law and the rules of the board 
are reproduced.
"MUNICIPAL ACCOUNTING 
STATEMENTS"
The National Committee on Municipal 
Accounting has just published a volume 
entitled Municipal Accounting State­
ments in which the material contained in 
several bulletins issued during the past 
two years is revised and expanded.
The new publication supersedes the 
following bulletins: Principles of Muni­
cipal Accounting, Municipal Accounting 
Terminology for State, Municipal and 
Other Local Governments, and Munici­
pal Funds and Their Balance-sheets. 
There is included much new textual mat­
ter and a number of forms not previ­
ously published.
The American Institute of Account­
ants participated in the formation of 
the national committee and is represent­
ed on it by the chairman of the Insti­
tute’s special committe on governmental 
accounting, Lloyd Morey, of Urbana.
Acknowledgments are made in Muni­
cipal Accounting Statements of the as­
sistance which the national committee 
received, in compiling its study of muni­
cipal accounting terminology, from the 
work of the Institute’s special commit­
tee on terminology.
EDUCATION FOR ACCOUNTANCY
In reporting on its activities for the 
past fiscal year, the committee on educa­
tion of the Pennsylvania Institute of 
Certified Public Accountants named the 
following problems with which it is en­
gaged at present:
(a) Whether accounting courses are de­
signed for general students or ac­
counting students;
(b) Whether the student specializing in 
accounting courses is expected to take 
few or many courses in finance, law, 
industry or economics;
(c) The prerequisities for specializing in 
the field of accounting;
(d) The types and contents of accounting 
courses given in Pennsylvania col­
leges;
(e) The basic methods of teaching ac­
counting; and
(f) Methods of making accounting in­
struction more effective.
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CO-OPERATION BETWEEN BANKERS 
AND ACCOUNTANTS
A  comprehensive program of coopera­
tion between the District of Columbia 
Institute of Certified Public Account­
ants and the local chapter of the Robert 
Morris Associates, calling for a series of 
joint meetings and the exchange of opin­
ions on problems of mutual interest, has 
been initiated. A  joint meeting was held 
on April 21st, as reported in the Bulletin 
of the American Institute of Account­
ants for May 15th. The principal speaker 
was Alexander Wall, national secretary 
of the Robert Morris Associates.
Future activities planned by a special 
committee of the District of Columbia 
include the following:
“Prepare an agenda of topics for discus­
sion, the data to be obtained from questions 
prepared for use at the initial meeting or 
submitted to either group by the respective 
memberships.
“Arrange for another joint meeting (with 
no principal speaker) to be devoted to a dis­
cussion of as many of the topics on the 
agenda as can be reached.
“Arrange to have members of each group 
address meetings of the other on some perti­
nent topics.
“Arrange for members of each group to 
write articles for the publications of the 
other on subjects which are of timely in­
terest.
“The committees to carry on constantly 
and be available at all times to promote dis­
cussion on any thought or idea which will be 
of benefit to either group.”
To develop material for discussion at 
future meetings the committee of ac­
countants prepared questions which were 
submitted to members of the two organi­
zations for answer. These questions and 
answers are as follows:
Question. The ratio of current assets to 
current liabilities has long been considered 
by credit grantors of paramount importance. 
At the meeting of April 21st Mr. Wall 
showed how the current ratio in certain cases 
might be entirely misleading. It would be 
of interest to accountants to know to what 
extent bankers, in interpreting financial 
statements, are giving weight to other ra­
tios, such as net worth to debt, net profits to 
net worth, quick assets to current liabilities
and net worth to fixed assets, and to what ex­
tent comparisons of ratios over a period of 
years are made to ascertain trends.
Answer. By H. H. Hoskinson, vice-presi­
dent, Riggs National Bank: At the recent 
dinner meeting of the District of Columbia 
Institute of Certified Public Accountants at 
which Mr. Wall was the principal speaker, 
I  think he pretty well covered the subject of 
ratio of current assets to current liabilities. 
Mr. Wall also stated that current ratio in 
certain cases might be entirely misleading. 
What Mr. Wall stated is true, but again I 
feel that it depends entirely upon the analy­
sis made of the financial statement and type 
of business of the concern.
While the various financial and operating 
ratios used by banks in industrial centers as 
a part of their analysis of large business 
statements are not used to a great extent in 
Washington, nevertheless, I believe that the 
use of certain important ratios is invaluable 
in obtaining a complete analysis.
The current ratio is, of course, always ob­
served carefully by the banker as it denotes 
the liquidity of a company’s condition, while 
closely allied with the current ratio is the 
working capital ratio (excess of current as­
sets over current liabilities) pointing out the 
amount available to carry on operations. A 
shortage of working capital is a common 
cause of business failure and constitutes a 
timely warning signal to the banker.
Another important ratio is that of inven­
tory turnover, obtained by dividing the cost 
of goods sold by average inventory. This ra­
tio, denoting the number of times merchan­
dise has been sold and replenished during 
the year, forms a reliable guide for the 
banker as to the progress of a business. A 
rapid inventory turnover is a sign of suc­
cessful, aggressive merchandising, while a 
slow turnover, carrying too heavy an inven­
tory of obsolete merchandise, is often a con­
tributing factor to failure.
The ratio of receivables to sales, obtained 
by dividing receivables by average daily sales, 
is always of interest to the banker, as it in­
dicates the efficiency or laxity of a com­
pany’s collection policy. Receivables out­
standing do hot earn anything and form a 
heavy drain on working capital funds, while 
prompt collection of accounts releases work­
ing capital, enables a concern to take ad­
vantage of discounts and saves interest costs.
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The use of these ratios, and others ap­
propriate to the circumstances, especially if  
employed in conjunction with comparative 
assets and income statements over a reason­
able period, should give the banker a com­
plete and accurate picture of the trend of any 
given business.
Comparison is the best measure of value, 
and it is desirable to secure and examine pre­
vious statements for comparative purposes. 
A complete analysis, carried out on compara­
tive lines, will enable sound judgment to be 
formed on such matters as whether a con­
cern lacks capital, whether there has been 
unwise credit extension to customers, whether 
output has been in reasonable proportion to 
demand, and generally whether financing has 
been satisfactory and management efficient 
and profitable.
Possibly I may not have specifically an­
swered your question but I think as a general 
proposition the above will cover.
Question. It is the belief of many bankers 
that the accountant’s report should include 
an ageing of the accounts receivable. Where 
small engagements are involved, this is feas­
ible; however, in large engagements, the cost 
to the client is too great. In such instances, 
testing of the company’s ageing is about all 
that is practicable. Are you in accord with 
this?
Answer. By Thomas J. Groom, vice-presi­
dent and cashier, Bank of Commerce and 
Savings: The accountant’s certificate and 
comments concerning the audit are most 
important to the banker when analyzing the 
financial statement of a particular concern. 
Generally speaking, the testing of accounts 
receivable to determine the age is not satis­
factory. In those cases where ageing is not 
practicable, however, testing the age might 
be satisfactory.
It would seem that it is the duty of the ac­
countant to satisfy himself that the credit 
policy of the concern whose affairs are being 
audited is sound, and that credit is not ex­
tended without a definite program of pay­
ment. He should determine the policy of the 
concern with reference to the age of an ac­
count as to when it is determined past due, 
or doubtful, and his testing should be com­
plete enough to satisfy himself that this 
policy has been maintained. Should this 
procedure be followed, I  should be entirely
satisfied with the testing of the ageing of ac­
counts receivable, provided the accountant’s 
letter contains a comment concerning ac­
counts receivable somewhat like this—
“In my opinion the company maintains a 
sound policy with respect to the extension 
of credit. All accounts receivable over ninety 
days old are transferred from current ac­
counts receivable to overdue accounts re­
ceivable. I have made tests of the records 
and am of the opinion that this policy is at 
all times strictly maintained.”
Question. How do you advocate showing 
on the balance-sheet installment accounts re­
ceivable maturing in more than one year 
subsequent to the date of such statement?
Answer. By F. G. Addison, Jr., president, 
Security Savings & Commercial Bank: The 
only practical way is to show these accounts 
receivable as current assets, with a footnote 
explaining the average length of time for 
which installments are made by the seller. 
With this information together with the 
average monthly collections made on the ac­
counts receivable, a credit man can satisfy 
himself fairly accurately of the quick posi­
tion of the maker of the statement under 
review.
The justification of extension of install­
ment sales of a longer duration than one 
year must lie in the ability of the seller to 
finance these sales either by his own capital 
or long time accommodations, as otherwise 
his ability to take discounts and to maintain 
his record of prompt pay would be seriously 
jeopardized.
Question. In general, what responsibility 
for inventory should public accountants as­
sume?
Answer. By C. Vaughan Darby: This is 
a broad question and has been asked and 
answered in many different ways during the 
last few years. It still remains, however, as 
a problem confronting the credit grantor, 
the one seeking credit, and between the two, 
the accountant.
There exists such a great variety and size 
of inventories that it seems almost impos­
sible, as yet, to prescribe any hard and fast 
rule that might be adopted by the accounting 
fraternity.
In many instances, the specific nature of 
the engagement has considerable influence
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on the accountant as to what action he might 
take in verifying the item of inventory. In 
general, however, we are rapidly approach­
ing the time when some definite position on 
inventory verification must be assumed by 
the accountant, as undoubtedly the lack of 
this feature is the weak link in most financial 
statements.
The federal reserve board’s pamphlet, 
Verification of Financial Statements, reads, 
in part, as follows:
“The auditor’s responsibility with regard 
to inventories falls naturally into three main 
divisions.
“ (a) Clerical accuracy of computation, 
footings, and recapitulations.
“ (b) Basis of pricing.
“ (c) Quantity, quality, and condition.” 
As to the first two, it would seem that there 
could be no question as to the auditor’s re­
sponsibility. Item (c), however, covers a 
much broader field and it may be that the 
accountant would have to call to his as­
sistance experts for the purpose of evalua­
tion.
When inventory quantities can be test- 
checked with a reasonable amount of work 
and where the nature of the inventory is 
such that an auditor does not need technical 
knowledge to count and evaluate it intelli­
gently, a test verification of quantities 
should be made. It may be important to 
test-check inventory, the turn-over of which 
is slow. The effectiveness of the inventory 
records should be considered and the experi­
ence of the company as to the shortages 
would also be a factor in determining 
whether the physical count or test-check by 
the auditor is necessary.
It has been stated that there are three 
major obstacles that stand in the way of 
complete verification of inventory. First, 
whether accountants are competent to super­
vise inventory taking in all its ramifications. 
Second, the accountant’s responsibility in 
connection with certification as to the cor­
rectness of the inventory. Third, the limita­
tion placed on the scope of the audit by the 
client because of cost.
The responsibility of the accountant for 
inventory certification is a great one and 
much will yet have to be done before the 
accountant will be willing to assume this 
responsibility.
Much general education is yet needed to 
sell the client on the idea that cost involved 
in inventory verification by the accountant is 
warranted to the extent that he will eventu­
ally be benefitted in his credit status suffi­
ciently to justify this outlay of cash.
This subject is one that should be thor­
oughly studied and discussed by the state 
societies, that the views and opinions of all 
practising members may be had thereon.
This procedure would assist the society in 
formulating as definite a position as possible 
on this important subject for the purpose of 
conferring with bankers and credit asso­
ciates.
Question. What is the responsibility of 
the certified public accountant to each of the 
following?
(a) To the client, in the way of giving in­
formation regarding such client’s af­
fairs either voluntarily or without the 
proper authorization;
(b) To the general creditors of a client;
(c) To the general creditors of a client 
whose affairs are in delicate condi­
tion.
Answer. By Goodwin P. Graham: The 
certified public accountant is responsible to 
his client and should give no information to 
any one, whether an interested creditor or a 
disinterested outsider, without proper au­
thorization from his client.
Question. What should the credit frater­
nity expect from the certified public ac­
countant under the following circumstances?
(a) Subsequent to the date of issuance of 
a certified statement the certified pub­
lic accountant discovers a material 
difference in the net worth;
(b) Subsequent to the issuance of a 
statement, the certified public account­
ant receives information that the 
client’s affairs have become involved.
Answer. By Goodwin P. Graham: (a) 
I f  the certified public accountant discovers 
facts which would materially affect the net 
worth as of the date of his certified state­
ment, he should recall such statements and 
make correction, even though this might 
prove embarrassing to the certified public 
accountant.
(b) I f the client’s affairs have become in­
volved as the result of the transactions, af-
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fairs or conditions taking place after the is­
suance of a statement, the certified public 
accountant would not seem obligated to put 
any one on notice that this client’s affairs 
had now become involved.
Question. (a) Is there any justification 
for an auditor’s placing cash value of life 
insurance under current assets in a balance- 
sheet?
(b) In ease of a loan made on the policy, 
how should this be shown on the balance- 
sheet?
Answer. By L. O. Manley: If, after the 
examination of the facts, the auditor has as­
certained that the corporation (or other 
firm, as the case may be) is the beneficiary 
named in the policy and that the corpora­
tion is the potential recipient of the cash 
surrender value of the policy, it appears that 
the presentation of the cash value thereof 
under current assets in the balance-sheet will 
abrogate no well-established principle of ac­
counting. I f the determinations of the audi­
tor indicate that collateral agreements which 
would affect the rights of the corporation in 
the proceeds of the policy upon the decease 
of the insured or with respect to the cash 
value of the policy are in existence, it might 
lie within the auditor’s prerogative to classify 
the cash value as other assets, or if a more 
conservative course be desired, the item might 
be eliminated from the balance-sheet entirely.
I f the audit examination has disclosed the 
existence of a loan on the policy, the amount 
of such loan should be deducted from the 
cash value of the policy. The cash value in 
excess of the amount loaned may be reflected 
in the current assets in the balance-sheet.
Answer. By H. C. Anderson: Inasmuch 
as the premiums paid for life insurance are 
not primarily for the purpose of receiving 
the cash surrender value of the insurance 
policy, in my opinion such cash surrender 
value is not a part of the working capital 
and should not be shown as a current asset, 
but as an investment on the balance-sheet 
below the current assets. Accounts receiv­
able and inventories are current assets be­
cause they are expected to be reduced to 
cash within a short time in the ordinary 
course of business. This is not true of a 
life insurance policy. The cash surrender 
value should be reduced by any loan made 
on the policy.
REVIEW OF PUBLISHED FINANCIAL 
STATEMENTS
Comment on accounting practices and 
audit procedures is contained in the re­
port of the Pennsylvania Institute of 
Certified Public Accountants committee 
on accounting terminology and review of 
published financial statements, submitted 
at the annual meeting of the Pennsyl­
vania Institute at Bedford Springs, 
June 18th to 20th. Among the unusual 
items in statements reviewed which were 
noted by the committee were the fol­
lowing :
“1. A balance-sheet headed ‘Balance- 
sheet after giving effect to plan of read­
justment of capital structure at December 31, 
1935’ ; but there is no indication in the state­
ment of what changes were made in the re­
adjustment.
“2. One balance-sheet shows that a com­
pany has a capital surplus with no indication 
of any other kind of surplus, and does not 
refer to the accompanying ‘Analysis of 
capital surplus’, which however, clearly in­
dicates that nearly one-half of the capital 
surplus came from the income statement for 
the year. The reader is left in doubt as to 
the reason for transfering earnings into 
capital surplus.
“3. A certificate reading as follows was 
noted: ‘We have prepared the foregoing 
consolidated balance-sheet of the Blank Com­
pany and subsidiary companies as at blank 
date, in connection with which we used re­
ports and information furnished us by the 
companies’ accounting officers, but we did 
not make a detailed audit. In our opinion, 
the foregoing consolidated balance-sheet as 
at blank date reflects the financial position 
of the companies as stated by their books, 
records, and accounts.’ It appears from the 
first sentence that no audit was made, and 
the second sentence seems to be a qualifica­
tion. I f  it is a fact that no audit was made, 
then it seems that the balance-sheet should 
have stated so in a clear manner and not give 
the uninitiated the impression that it is an 
audited statement.
“4. We noted a number of cases where 
the long form of certificate was used, and 
as is usual therein, explanations were made 
concerning certain accounts. Few of the ex­
planations were in the nature of qualifica­
tions, yet the concluding paragaph states
15
Bulletin of American Institute of Accountants
that the balance-sheet is ‘subject to the fore­
going explanations.’ It would seem better 
that if qualifications are necessary, they be 
clearly stated as such, and the other matter 
of explanatory nature, if important, appear 
in the balance-sheet, and if unimportant, as 
most of it seems to be, omitted entirely.
“5. The same accountant who prepared 
the statement referred to in item No. 3 also 
prepared a statement the concluding sentence 
in the certificate on which reads—‘In our 
opinion, the annexed balance-sheet conserva­
tively reflects the consolidated financial con­
dition of Blank Companies as of December 
31, 1935.’ One wonders how conservative 
the company has been, and also wonders, 
since this word does not appear in other cer­
tificates issued by this firm, whether the 
other clients are not conservative in their 
practices.
“6. In one balance-sheet, inventories of 
approximately sixteen million dollars are 
stated to be at ‘less than cost or market.' 
This seems to be a very indefinite expression, 
as it could be quite possible that substantial 
secret reserves are maintained. It appears 
to us that the principal reason for including 
inventories at less than cost is that market 
is below cost, and if this is the case then it 
seems that the usual form of expression 
‘lower of cost or market’ should be used. In 
the concluding paragraph of the certificate 
to the same statement appears ‘ re­
lated summary of consolidated income and 
surplus, with the footnote there on, fairly 
present . . . . ’ The footnote referred to 
reads as follows: ‘Depreciation in the
amount of $---------------  has been charged
against net income for the year in the above 
statement.’ On first reading the footnote, 
it appears to be merely an explanation of 
how much the depreciation provision has 
been, but the reference thereto in the certi­
ficate seems to give it an importance that 
does not appear in the footnote. If the 
depreciation provision should have been, say, 
five million or possibly only two million dol­
lars, then it seems that the footnote should 
have indicated this fact, or if  no qualifica­
tion is meant by the reference to the foot­
note, then the reference should be omitted.
“7. More than half of the assets of one 
company consists of inventory and fixed as­
sets, but the basis of valuation is not stated 
in either ease. An income statement appears
in the report, but there is no reconciliation 
between this income statement and the sur­
plus shown in the balance-sheet. The in­
come for the year was twice as much as the 
final surplus balance, yet the president’s 
letter says that three dividends were paid 
during the year, which would indicate pay­
ment of dividends while a deficit existed. The 
company also holds a large block of treasury 
shares which are carried apparently at cost, 
which amounts to three times the surplus 
account. Possibly the least that could be said 
about this situation is that the company was 
ill-advised in paying any dividends.
“8. One certificate concludes—‘The results 
shown have been determined on the basis of 
the system of accounting consistently em­
ployed by the company, which system ac­
cords with accepted accounting practices.’ 
Dividends on treasury shares are included 
in income on this statement, which seems at 
variance with accepted accounting practices.
In concluding, the committee stated 
its opinion that the following procedures 
would make it less difficult for the av­
erage stockholder to analyze financial 
statements:
“1. Comparative balance-sheets as at the 
close of the current fiscal year and at least 
the previous year.
“2. Comparative income accounts for at 
least two fiscal periods.
“3. Analysis of all surplus accounts.
“4. Fuller and clearer details of income 
and expenses.
“5. Full explanation of all changes in 
outstanding capital stock or treasury stock.
“6. More complete explanations of major 
items included on the balance-sheets, and 
stating these major items separately rather 
than combining them with several other 
items of relatively small amounts. By doing 
this we may eliminate the use of the term 
‘etc.’
“7. In the case of capital surplus ac­
counts, to state fully just what they repre­
sent.
“8. The rendering of complete, clear and 
understandable financial statements would 
make it unnecessary to use the larger por­
tion of the president’s letter as a sort of 
footnote which must be constantly referred 
to in order to understand many of the items. 
Nor is it very helpful to the reader of re­
ports to have to refer constantly to the
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auditor’s certificate for explanation of items 
which could readily have been clearly ex­
plained on the financial statement itself.
“9. Break-down of inventories into im­
portant subdivisions, such as: Raw materials, 
manufacturing supplies, work-in-process, etc.
“10. In the case of reports containing 
consolidated financial statements, to include 
a complete list of the subsidiaries, the state 
in which incorporated, the nature of their 
business, and the percentage of control by 
the parent company.”
INDEPENDENT AUDITS OF COLLEGES 
AND UNIVERSITIES
In an attempt to determine to what 
extent colleges and universities avail 
themselves of professional services, in­
cluding those of independent public ac­
countants, the financial advisory service 
of the American Council on Education 
recently requested information of 197 
endowed and publicly controlled institu­
tions, and on the basis of the replies re­
ceived, has published a summary which 
includes the following paragraphs:
“In requesting information regarding prac­
tices in obtaining auditing, accounting, and 
other financial counsel, it was assumed that 
this would refer to problems and situations 
that lie outside the scope of duties of the 
regular staff in the business offices of the 
institutions. . . .
“Of the 92 endowed institutions, 79, or 86 
per cent., follow the plan of employing an 
outside agency when in need of financial 
counsel and service. In a few of these cases 
the services of the outside agency are ob­
tained at reduced rates. Three institutions 
employ a firm of accountants which is repre­
sented by membership on the board, and three 
others obtain the counsel and service neces­
sary on these problems from members of the 
faculty. One college uses a professionally 
trained member of the board, and another 
uses no counsel or services other than the 
employees in its own business office. Two 
institutions fail to indicate their practices on 
this problem, and in the remaining three 
institutions two or more plans are fol­
lowed. . . .
‘‘In the 53 publicly supported institutions 
a governmental official designated by law is
the most usual source of counsel and service 
in regard to financial problems. The scope 
of this service ordinarily is the audit or su­
pervision of the accounts. Such an official is 
mentioned as the only source in 59 per cent. 
of these institutions. The plan of using an 
outside agency having no connection with the 
the board is followed in 32 per cent. of the 
cases. In a number of cases the governmen­
tal official is supplemented by outside agen­
cies, or by members of the faculty in the 
school of business.
“It is interesting to note that a few insti­
tutions do not consider it necessary or desira­
ble to have their accounts and records ex­
amined by anyone from outside the governing 
board or the business office. One financial 
officer reports that he depends entirely on the 
system of automatic internal check and 
control established through the method of 
organizing the accounting and auditing func­
tions of the business office. Regardless of 
how efficiently the work of the business office 
is organized, it seems doubtful that the same 
results can be achieved in this manner as 
would be achieved by an annual audit of the 
books by an independent firm or accountant. 
The president of another institution said that 
no independent audit had been made of the 
accounts of his institution for several years, 
but that this situation was remedied just as 
quickly as possible after he took office. His 
comments are as follows: ‘It appears to me 
that even privately controlled institutions of 
learning should be public in this respect; that 
is to say, money affairs should be made 
known to the public.’ ”
MEASURES OF CAPITAL 
CONSUMPTION
The National Bureau of Economic Re­
search has just published a study, by 
Solomon Fabricant, in which capital con­
sumption in the United States during 
the period 1919-1933 is measured by sta­
tistical methods. The data used is drawn 
partially from published financial state­
ments. Mr. Fabricant’s paper contains a 
discussion of the economic significance 
of certain accounting concepts—such as 
capital, depreciation and depletion—and 
the methods of valuation and measure­
ment used in accounting practice.
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ACCOUNTANCY AND THE PRESS
Following are brief excerpts from 
articles mentioning the American Insti­
tute of Accountants, which have ap­
peared in the public press during recent 
weeks:
That the pending Roosevelt tax bill is 
“wholly unsound, complicated and unneces­
sary,” and strikes at “the medium-sized con­
cerns and favors the large corporations,” was 
the finding of Robert H. Montgomery, presi­
dent of the American Institute of Account­
ants, who addressed the Indiana Association 
of Certified Public Accountants at India­
napolis this week.
Montgomery is not a politician. He heads 
the highest body of accountancy in the 
United States and the world. His findings 
are in line with those of Senator Byrd, of 
Virginia, democrat, who voiced the fear in 
the senate that the bill would give preference 
to large corporations already holding large 
surpluses and would penalize small businesses 
which must use their future surpluses for ex­
pansion and employment purposes.
The Truth, Elkhart, Ind.
In the preparation of the system of ac­
counts for mutual service companies and sub­
sidiary service companies under the public 
utility holding company act, the securities 
and exchange commission had the cooperation 
of a committee of accounting officers of the 
industry and also of the special committee on 
public utility accounting of the American 
Institute of Accountants. These committees 
met with representatives of the commission 
in conferences at which extended discussion 
was had on the various issues involved in 
this undertaking.
The Herald Tribune, New York
Credit men of the national were urged to 
use their influence to bring about widespread 
adoption of “natural business years” in an 
address by Charles B. Couchman, past presi­
dent of the American Institute of Account­
ants and member of the natural business year 
council, before the annual convention of the 
National Association of Credit Men at Rich­
mond last night.
Financial statements, when honestly and 
skilfully prepared, said Mr. Couchman,
should approach as near to accuracy as is 
allowed by the ability and judgment of those 
responsible for the financial presentation, 
and the greatest degree of accuracy can be 
obtained only in statements prepared as of 
the end of a “natural business year.” Mr. 
Couchman defined a natural business year as 
the period of twelve consecutive months 
which coincides with the annual cycle of 
operations of a particular enterprise.
The World-Telegram, New York
Efforts now being made by the United 
States treasury department to achieve a 
greater degree of decentralization of admini­
stration of federal income-tax laws are 
praised by the committee on federal taxa­
tion of the American Institute of Account­
ants as a step toward greater efficiency and 
economy, in the current Bulletin of the In­
stitute.
The Sun, New York
ANNOUNCEMENTS
Herbert F. French & Co. announce the 
removal of their offices to the eighth floor at 
211 Congress street, Boston.
Sexton & Scovil announce the removal of 
their Seattle offices to the 1411 Fourth ave­
nue building.
Announcement is made that the practices 
of Frederic A. Smith & Co., Francis R. 
Brodie and Tom C. Hansen have been com­
bined under the firm name of Smith, Brodie 
& Hansen, with offices in the Dwight build­
ing, Kansas City, Missouri.
Robert Weisberg and Leo Greenstein an­
nounce the formation of Weisberg & Green­
stein, with offices at 67 West 44th street, 
New York.
Warren E. Banks of Hot Springs, Arkan­
sas, has been appointed secretary of the Hot 
Springs Civitan Club.
Spaulding F. Glass, of Washington, D. C., 
a senior member of the technical staff, bureau 
of internal revenue, is at present devoting his 
attention to the settlement of litigated eases 
on the Pacific coast. Mr. Glass is a member 
of the Institute, retired from public practice.
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ACTIVITIES OF LOCAL SOCIETIES
E th ics
At its recent annual meeting, the 
Washington Society of Certified Public 
Accountants adopted an amendment of 
its by-laws incorporating a “ standard of 
professional conduct.”  Adherence to the 
standard is made mandatory and proce­
dure is prescribed for action on com­
plaints leading to admonishment, sus­
pension or expulsion in the event charges 
of violation are proven.
P rivileged  Co m m u n ic a t io n s
A special committee of the California 
State Society of Certified Public Ac­
countants which has studied the desira­
bility of statutory provision for privi­
leged communications between public ac­
countants and their clients made its re­
port at the recent annual meeting of the 
society and announced its conclusion 
that only in cases where accountants act 
for clients in tax matters would privi­
leged communications be advantageous. 
The committee’s report was, in part, as 
follows:
“If accountants have any standing in the 
community, it has been built up on their 
honesty and integrity, their ability and wil­
lingness to give all the facts that their in­
vestigations disclose and their reporting 
them clearly and without regard of how or 
whom they affect.
“The nature of their engagements is dif­
ferent from that of the physician or the 
attorney. Where the physician and the at­
torney represent the patient and the client, 
the accountant plays a more or less dual 
capacity. He represents his client but at 
the same time he must keep in mind the 
fact that he also owes a duty to the public.
“In tax matters wherein the accountant 
represents his client before the commissioner 
or the board of tax appeals, he acts for his 
client and his services in such a connection 
are very similar to those of an attorney.
“In most assignments, however, an ac­
countant acts not as a representative of his 
client but more in the nature of an inde­
pendent contractor, performing services for 
his client but acting for himself.
“In the case of attorney and client, the 
communication is not privileged if it is not
confidential. Applying the same rule to the 
case of accountant and client, most com­
munications would be eliminated, for a great 
deal of the information required by the ac­
countant is not confidential.
“Since the privilege would be that of 
the client rather than the accountant, any 
benefit to be derived would be the benefit of 
the client and it is the opinion of the com­
mittee that the privilege generally, if often 
exercised, would tend to destroy the confi­
dence the public might have in the account­
ing profession and would work to the detri­
ment, rather than to the benefit, of the pro­
fession.
“It is, therefore, the judgment of your 
committee that,
“1. Privileged communication in the case 
of tax matters wherein the accountant acts 
for his client would be advantageous.
“2. In other cases, we believe privileged 
communication would be detrimental rather 
than beneficial to the profession.”
C o-operation  w it h  O th er  G roups
During the past year the Los Angeles 
chapter of the California State Society 
of Certified Public Accountants has made 
a particular effort to establish mutually 
advantageous relations with trade and 
professional organizations in fields re­
lated to accountancy. It collaborated 
recently with four other organizations 
in holding a special meeting for discus­
sion of social security legislation. These 
were the Petroleum Accountants Society, 
the Los Angeles Credit Men’s Associa­
tion, Iota chapter of Beta Alpha Psi, and 
the Los Angeles chapter of the National 
Association of Cost Accountants.
The principal speakers were Arthur
G. Coons, dean of men and professor of 
economics at Occidental College, C. B. 
Tibbets, Los Angeles industrialist, and 
Joy L. Leonard, chairman of the depart­
ment of economics at the University of 
Southern California. The discussion was 
preceded by a dinner. Fred A. Blethen, 
president of the local chapter of the Na­
tional Association of Cost Accountants, 
was chairman.
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MEETINGS AND ELECTIONS
California State Society of Certified Public
Accountants
Fresno Chapter
Date: May 21, 1936, annual meeting. 
Elections: President—George H. Lips. 
Vice-president—George W. Sims.
Secretary-treasurer—Thomas C. Rober­
son.
Directors—Hilliard R. Giffen and Leo
B. Welch.
Los Angeles Chapter
Date: June 8, 1936, annual meeting. 
Elections: President—James K. Gregory. 
Vice-president—Oscar Moss. 
Secretary-treasurer—A. R. Cooper. 
Directors—Thornton G. Douglas and 
William E. Ware.
San Francisco Chapter
Date: June 8, 1936, annual meeting. 
Elections: President—Robert Buchanan. 
Vice-president—Robert M. Gane. 
Secretary-treasurer—B. W. Bours. 
Directors—Cloyd O. Dawson, Edwin C. 
Nelson, L. H. Penny, D. A. Sargent, O. 
J. E. Sonnenberg and Seldon M. Wilson.
Florida Institute of Accountants 
Jacksonville Chapter
Date: July 2, 1936.
Subject: “Revenue act of 1936.”
Minnesota Society of Certified Public 
Accountants
Date: June 30, 1936.
Place: Minneapolis.
Program: Installation of officers.
New Hampshire Society of Certified Public 
Accountants
Date: June 2 8 , 1936, annual summer meeting. 
Place: Kittery.
Elections: President—J. Ben Hart, of Man­
chester.
Vice-president—Hiram B. Haskell, of 
Manchester.
Secretary and treasurer—Robert M. 
Bruce, of Portsmouth.
Directors—Arthur W. Johnson, of Dur­
ham, and Clarence I. Drayton, of Man­
chester.
New York State Society of Certified Public 
Accountants
Date: June 26-27, 1936, regional chapter 
conference.
Place: Skaneateles.
Speakers: Frank J. Maguire, attorney, of 
Buffalo, “Ancient and modern trends in 
taxation.”
Walter A. Staub, of New York, “Pend­
ing revenue legislation."
Seth T. Cole, deputy commissioner and 
counsel of the New York state depart­
ment of taxation and finance, “The func­
tion of the law bureau in the admini­
stration of the tax laws in New York 
state."
Charles Lee Raper, dean of the school 
of business administration, University 
of Syracuse, “The trend of federal and 
state control of transportation carriers.” 
Horace S. Johnston, banker, of Roch­
ester, “How the banker looks at credit 
applications.”
Pennsylvania Institute of Certified Public
Accountants
Scranton Chapter
Date: May 26, 1936, annual meeting. 
Elections: Chairman—J. Donald Notman. 
Vice-chairman—F. H. Wills.
Secretary—Earl Herbert.
Treasurer—W. D. Stowe.
Member of advisory council—W. F. 
Dobson.
Tennessee Society of Certified Public
Accountants
Chattanooga Chapter
Date: July 22, 1936, annual meeting. 
Elections: President—Hoskins VanHooser. 
Vice-president—John I. Foster. 
Seeretary-treasurer—Clifford D. Buffon.
Utah Association of Certified Public 
Accountants
Date: July 22, 1936.
Speaker: George P. Ellis, of Chicago, “The 
American Society of Certified Public Ac­
countants and the American Institute of 
Accountants.”
20
Bulletin
OF THE
American Institute o f Accountants
No. 149 September 15, 1936
Program of Annual Meeting 
One National Organization 
Nominations 
Election of Members 
Public Utility Accounting 
Cooperation with Bankers 
Natural Business Year
COPYRIGHT 1936 BY AMERICAN INSTITUTE PUBLISHING CO., INC. 
135 CEDAR STREET, NEW YORK, N. Y.
Published Monthly
15 CENTS A COPY : $1.00 PER ANNUM
AMERICAN INSTITUTE OF ACCOUNTANTS 
officers— 1935-1936
P resident_________________________R obert H. M ontgom ery
 W ill iam  B. F r an k e  
V ice-P residents._________________
 N orm an  L . M cL ar en
T reasurer_______________________________ A r t h u r  W. T eele
E ditor_____________________________________A . P . R ichardson
Secretary .___________________________________ Jo h n  L . Carey
AMERICAN INSTITUTE OF ACCOUNTANTS
NOMINATIONS
The report of the committee on nomi­
nations of the American Institute of 
Accountants was sent on September 14th 
to all members and associates with the 
official call for the annual meeting to be 
held at Dallas, October 20th and 22nd.
The committee recommends the elec­
tion of the following members to the 
respective offices:
P resident :
Robert H. Montgomery, New York.
V ice-presidents :
Charles F. Rittenhouse, Massachusetts. 
Edwin H. Wagner, Missouri.
Treasurer :
Arthur W. Teele, New York.
Co un cil  for F ive  Y e a r s :
J. Chester Crandell, Massachusetts. 
Norman L. McLaren, California.
Hugh A. Sinclair, Wisconsin.
William J. Taylor, Ohio.
George M. Thompson, California.
T. Dwight Williams, Oklahoma.
Richard S. Wyler, Missouri.
Co uncil  for Two Y e a r s :
Adrian F. Sanderbeck, Pennsylvania.
A uditors :
Fred L. Main, New York.
R. G. Rankin, New York.
The procedure prescribed in article 
XI, section 1 (a), of the by-laws, as 
amended subsequent to the latest annual 
meeting of the Institute, was first put 
into effect by this committee. Under 
the amendment, nominees for council are 
selected by the committee on nomina­
tions from among the names submitted 
in response to a questionnaire sent to all 
members in the states which, in the 
opinion of the committee, are entitled to 
representation on the council.
The committee on nominations is com­
posed of the following members: Philip 
N. Miller, New York, chairman; Allan 
Davies, New York; Fred J. Duncombe, 
Illinois; H. W. Hennegin, Arkansas; 
Walter Mucklow, Florida; H. S. Puder, 
New Jersey, and Rodney D. White, 
Washington.
ANNUAL MEETING
Plans for the annual meeting of the 
American Institute of Accountants to be 
held at Dallas, October 19-22, 1936, are 
now virtually complete.
The committee on meetings has ar­
ranged a program which includes several 
addresses on timely subjects by nation­
ally known speakers. Business to be 
transacted at the meeting, especially 
that related to the expected merger of 
the Institute and the American Society 
of Certified Public Accountants prom­
ises to be of extreme importance to the 
future of the profession. The attendance 
is expected to be increased by the pres­
ence of members of the American So­
ciety of Certified Public Accountants, 
whose annual meeting is to be held at 
Fort Worth, October 17th and 18th. All 
who expect to attend the meeting but 
have not yet made hotel reservations 
through the committee on meetings are 
urgently requested to do so without de­
lay. Because of the demand for hotel ac­
commodations, all reservations should, if 
possible, be made by October 1st.
A  complete program of the meeting 
will be found on page 28 of this Bulletin.
R epresentatives of F oreign Societies
Representatives of the accredited or­
ganizations representing the public ac­
counting profession nationally in Canada 
and Mexico will be present at the an­
nual meeting. The Dominion Associa­
tion of Chartered Accountants will be 
represented by its newly elected presi­
dent, George E. Winter. The Mexican 
Institute of Certified Public Account­
ants (Instituto de Contadores Publicos 
Titulados de Mejico) will be represented 
by its president, Alfredo Chavero, and 
possibly other members. Both presi­
dents will respond to introductions at 
the opening session of the meeting.
Speakers
Among the speakers at the Institute’s 
meeting will be Henry H. Heimann, 
executive manager of the National Asso­
ciation of Credit Men, who will deliver 
an address on a topic of his own choos-
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ing. John G. Winant, chairman of the 
social security board, will speak on 
‘‘Social security laws.” Victor H. 
Stempf, of New York, will discuss “ Ad­
vantages and disadvantages of consoli­
dated statements.” An address on the 
subject, “ Tax management under the 
revenue act of 1936,” will be made by 
Norman L. Mac Laren, of San Francisco. 
Pat M. Neff, president of Baylor Uni­
versity, will be the principal speaker at 
the annual banquet.
R o u n d -t a b l e  D is c u s s io n  
The following program of round-table 
discussion has been adopted:
October 21st, 9:30 A.M.—11:00 A.M. 
“Accounting problems of the oil and gas 
industry”, led by N. O. Richardson, of 
Beaumont.
“American Institute of Accountants bulletin, 
Examination of Financial Statements by 
Independent Public Accountants”, led by 
Dwight Williams, of Oklahoma City.
October 21st, 11:00 A.M.—12:30 P.M. 
“S.E.C. forms and requirements relating to 
accounting”, led by C. Aubrey Smith, pro­
fessor of accounting, University of Texas 
(C. G. Blough, chief accountant, securities 
and exchange commission, will participate 
in this discussion).
“To what extent is reinvestment of earnings 
compulsory and what are the results of 
failing to recognize these requirements?”, 
led by A. S. Fedde, of New York.
October 22nd, 2:00 P.M.—3:30 P.M. 
“Training of certified public accountants”, 
led by A. DeWitt Alexander, of San Fran­
cisco.
“Variation in requirements as between in­
dustries for fixed and working capital”, 
led by Fred J. Duncombe, of Chicago.
S c h o l a r s h ip  A w a r d s  
A n  innovation at the annual banquet 
this year will be the presentation of gold 
and silver medals to the winners of the 
Elijah Watt Sells scholarship award for 
excellence in the Institute’s examina­
tions.
In the past this award has been made 
each year in cash to the candidate who 
received highest grades in the Institute’s
examination for the certified public ac­
countant certificate. The winners of the 
two prizes in the November, 1935, and 
the May, 1936, examinations have been 
invited to attend this year’s meeting and 
receive the awards in person at the 
banquet.
Following are the winning candidates: 
November, 1935—George R. Lautenbach, 
of Illinois, first prize, John C. Essene, 
of California, second prize; May, 1936— 
Oscar L. Hayes, of Indiana, first prize, 
William J. Wiley, of Maine, second 
prize. The presentation will be made by 
the president.
E n t e r t a in m e n t
The entertainment program includes 
a before-dinner party for members and 
their guests on October 19th; on October 
22nd, luncheon and bridge for ladies, 
luncheon for men and, in the evening, 
a dinner-dance; on October 21st, golf 
and tennis tournaments and visits to the 
Texas centennial exposition; on October 
22nd, luncheon for ladies and, in the 
evening, the annual banquet of the In­
stitute.
A d v iso r y  C o u n c il
On the afternoon of Monday, October 
19th, there will be a meeting of the ad­
visory council of state society presi­
dents, under the chairmanship of W. L. 
Clark, of Tulsa, president of the Okla­
homa Society of Certified Public Ac­
countants and chairman of the advisory 
council. At this meeting, there will be 
general discussion of matters relating to 
the development of the accountancy pro­
fession.
M e e t in g  o f  R e p r e s e n t a t iv e s  o f  S t a t e  
A c c o u n t a n c y  B o a r ds
For the first time this year the meet­
ing of representatives of state account­
ancy boards which is regularly held in 
conjunction with the annual meeting of 
the Institute will be held under the joint 
auspices of the Institute and the Asso­
ciation of Certified Public Accountant 
Examiners. The latter organization was 
formed approximately a year ago for 
the interchange of ideas among state ac­
countancy examiners. Maurice E. Pelou-
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bet, chairman of the Institute’s board of 
examiners, and E. E. Leffler, president 
of the association, will preside. There 
will be a principal speaker and possibly 
discussion of his address. This will be 
an open meeting.
G o l f
Competition for the Missouri golf 
trophy will be held at the Brook Hollow 
Golf Club on Wednesday, October 21st. 
The trophy was presented to the Insti­
tute by the Missouri Society of Certified 
Public Accountants in 1925.
Competition for possession of the cup 
is held each year among teams represent­
ing state societies of certified public ac­
countants. The entry fee, which will 
cover transportation to and from the 
Brook Hollow Golf Club, luncheon, 
greens fee and prizes, will not exceed 
$4.00. The secretary of each chapter 
and state society has been requested to 
arrange for the selection of teams and 
the handling of entries.
Rules governing competition for the 
trophy will be found on page 27 of this 
Bulletin.
T e n n i s
Competition for the Missouri tennis 
trophy will be held for the first time in 
conjunction with the annual meeting of 
the Institute this year and all state so­
cieties have been invited to enter teams.
If the number of entries is more than 
two, preliminary rounds will be played 
on Sunday, October 18th, at the Dallas 
Country Club. Final rounds will be 
played later in the week, the date de­
pending to some extent on the number 
of entries.
Rules governing the tennis tourna­
ment are reproduced on page 27 of this 
Bulletin.
S p e c ia l  T r a i n  to  D a l l a s
Information has been published in 
earlier Bulletins about arrangements for 
a special train which will transport 
members and guests to the annual meet­
ing.
An offer of the Missouri Pacific Rail­
road Company and the East Texas
chamber of commerce to arrange an 
optional automobile tour through the 
East Texas oil fields en route from St. 
Louis has been accepted. This side trip 
will not only offer a diversion to those 
on the special train, but will delay the 
train’s arrival at Dallas until later in 
the morning of Sunday, October 18th, 
which the Institute has been advised will 
greatly aid the Baker hotel in making 
accommodations immediately available 
upon the arrival of the Institute’s party. 
An intersectional football game being 
held at Dallas, October 17th, will tax the 
facilities of all hotels, including the 
Baker, and it was feared that if the spe­
cial train arrived at 9 .30 A. M., as orig­
inally scheduled, some members might 
have to wait for their hotel rooms until 
previous occupants had vacated them.
The special train leaving St. Louis at 
5:30 P. M., on Saturday reaches Long­
view Junction, Texas, at 6:30 A. M. the 
following morning. At this point the 
train will be halted and any members of 
the party, who have previously ex­
pressed desire to do so, may take advan­
tage of the complimentary automobile 
ride arranged by the courtesy of the 
East Texas chamber of commerce. The 
cars will be driven through the East 
Texas oil fields to Gladewater about 
thirty miles below Longview Junction. 
In the meantime the special train will 
proceed to Gladewater where it can be 
boarded by those who choose to make 
the side trip.
Those who do not desire to take the 
automobile ride can, of course, remain on 
the train without being disturbed.
A s so c ia t e  C o m m it t e e s
The following associate committees of 
the Texas Society of Certified Public 
Accountants have been appointed to co­
operate with the Institute’s committee 
on meetings:
Attendance and Registration
J. F. S. Arthur, chairman, Dallas 
H. A. Berry, Dallas
D. R. Bonner, Dallas 
J. E. Hutchinson, Jr., Dallas
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Charles N. McClendon, Houston 
Lyle R. Sproles, Fort Worth
Banquet and Luncheon
Leslie C. Nye, chairman, Dallas
E. R. Burnett, Dallas 
T. W. Mohle, Houston 
Arthur Squyres, Tyler 
Frank C. Taylor, Dallas
Budget and Finance
H. T. Nelson, chairman, Dallas 
W. Frank Carter, Dallas 
J. H. Nance, Dallas 
H. A. Pickens, Fort Worth 
Felix T. Terry, Houston
General Sessions 
Frank L. Wilcox, chairman, Waco 
Luke B. Garvin, Dallas 
C. F. Milledge, Houston
H. V. Robertson, Amarillo 
C. B. Sheffield, Austin 
Lloyd B. Smith, Dallas
Golf and Tennis 
J. C. Harris, chairman, Dallas 
J. B. Allred, Wichita Falls
C. M. Grider, El Paso 
W. D. Prince, Dallas
Publicity
F. F. Alford, chairman, Dallas
B. S. Mothershead, Harlingen 
James W. Rorrison, Dallas
T. B. Trotter, Houston
Reception and Entertainment
H. W. Goodson, chairman, Dallas 
George Armistead, Houston 
Jean F. Barry, Dallas 
J. R. Nelson, Dallas 
J. A. Phillips, Houston 
Frank G. Rodgers, San Antonio 
J. Harry Williams, Dallas
Round-table Sessions
L. H. Fleck, chairman, Dallas 
Francis E. Kepple, Ft. Worth 
T. W. Leland, College Station 
Forrest Mathis, Dallas
Ladies and Entertainment
Mrs. Charles H. Schoolar, chairman
Mrs. J. F. S. Arthur
Mrs. Jean F. Barry
Mrs. Darcy Bonner
Miss Belle Lobdell
Mrs. Luke B. Garvin
Mrs. Albert G. Moss.
EXAMINATIONS
The regular fall examinations of the 
American Institute of Accountants will 
be held on November 12th and 13th, and 
cooperating state accountancy boards 
will hold simultaneous sessions. Follow­
ing is the schedule of examinations:
Thursday, November 12, 1936 
9:00 A. M. to 12:30 P. M. Auditing.
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part I.
Friday, November 13 , 1936 
9 :00 A. M. to 12:30 P. M. Commercial law. 
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part II.
ONE NATIONAL ORGANIZATION
A meeting of the executive committees 
of the American Institute of Account­
ants and the American Society of Cer­
tified Public Accountants has been 
scheduled for September 18th, at which 
final details of the proposed merger of 
the two organizations will be discussed.
As already announced, a majority of 
the members of each organization has 
voted in favor of the merger and in 
favor of submission to all members, after 
the merger, for a vote by mail ballot, of 
the two questions not yet decided. These 
questions are, first, a proposal that the 
name of the organization be changed to 
American Institute of Certified Public 
Accountants, and, second, a proposal 
that members of the governing body be 
nominated and elected from regional dis­
tricts by the members resident in those 
districts.
Inquiries from members of both or­
ganizations have indicated that there 
may still be some misunderstanding of 
the basis on which the merger is pro­
posed. The plan of procedure is essen­
tially that worked out by committees 
representing both organizations under 
date of September 21, 1935, and ap­
proved by the annual meeting of the 
Institute at Boston, October 15, 1935, as 
a fair basis for a merger. Under this 
plan the American Institute of Account-
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ants will serve as the continuing organi­
zation, but all members of the American 
Society in good standing as of August 
31, 1936, will be admitted as members 
or associates of the Institute, as they 
may elect, without examination and 
without entrance fee.
In order fully to accomplish this ob­
jective, amendment of the by-laws of 
the Institute will be necessary, and such 
amendment can not be adopted before 
the annual meeting convenes at Dallas 
on October 20th. However, by agree­
ment between the two executive commit­
tees and the Institute’s board of exam­
iners, it has been decided to facilitate 
the transfer of membership by admitting 
to the Institute prior to the annual meet­
ing members of the Society whose quali­
fications meet the present requirements 
of the Institute’s by-laws. Members 
transferred in this way will have the 
right to vote at the meeting at Dallas. 
Society members not transferred prior 
to the date of the annual meeting will 
become members of the Institute through 
amendment of the by-laws to be ap­
proved at that time.
In the meantime, as provided in the 
plan of September 21, 1935, the Society 
will have taken such steps that it will 
become wholly inactive and there will be 
only one national organization repre­
senting the certified public accountants 
of the United States.
The remaining features of the plan of 
merger, dated September 21, 1935, have 
already been put into effect by amend­
ments to the Institute’s by-laws, i.e., 
membership is restricted to certified pub­
lic accountants, an advisory council of 
state society presidents has been created, 
through which the national and state 
organizations may work in close cooper­
ation, and the experience requirement 
for admission as an associate has been 
reduced.
The plan is being carried out in an 
orderly manner, with the advice of com­
petent counsel, and the two executive 
committees believe that the interests of 
all members of both organizations are 
and will be amply protected under the 
procedure outlined.
PROPOSED AMENDMENTS TO BY-LAWS
Members and associates of the Insti­
tute received with the official notice of 
the annual meeting, mailed on Septem­
ber 14th, a copy of the report of the 
committee on by-laws, recommending a 
number of amendments to eliminate 
minor weaknesses and inconsistencies 
and to improve the administration of the 
Institute.
A d m i s s i o n  o f  C.P.A’s  n o t  i n  P r a c t ic e  
A  proposed amendment to article II, 
section 5 (a), would have the effect of 
permitting the admission, as associates, 
of certified public accountants who have 
had at least two years’ experience either 
in practice on their own account or in the 
employ of a practising public account­
ant and at the time of application are 
engaged in work related to accounting, 
though not necessarily in public prac­
tice. At the present time all applicants 
are required to have been engaged in 
public practice for at least one year next 
preceding date of application.
E l im in a t io n  o f  I n it ia t io n  F e e s  
Article I I I  would be amended by the 
deletion of section 1 and the first two 
sentences of section 3, to eliminate all 
initiation fees, which in the past have 
been $50.00 for admission as a member, 
$25.00 for admission as an associate and 
$25.00 for advancement from associate 
to full membership.
E l i m in a t io n  o f  C h a p t e r s  
Article XIV providing for the organi­
zation of chapters of the Institute would 
be deleted under the proposed amend­
ments. Few chapters of the Institute 
have been active in recent years, and it 
is believed that the existence of active 
societies of certified public accountants 
in almost all states renders unnecessary 
any provision for local chapters of the 
Institute.
V o t in g  P r iv il e g e  
It is proposed that Article IV be 
amended by the elimination of section 3 
which provides that no member shall be 
entitled to vote at any meeting when his 
dues shall be 60 days in arrears. The 
committee is of the opinion that all 
members in good standing should have 
the privilege of voting.
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R e i n s t a t e m e n t  
In the past a member dropped for 
non-payment of dues might apply for 
reinstatement within six months after 
he ceased to be a member. It is proposed 
that article V, section 3(b), be amended 
to remove the limitation of six months 
within which application for reinstate­
ment in such cases may be made. 
E n l a r g e m e n t  o f  E x e c u t iv e  C o m m it t e e  
Article IX, section 2(a), would be 
amended to include the two vice-presi­
dents as members of the executive com­
mittee.
A d m in is t r a t iv e  C h a n g e s  
Article VII, section 6, provides at 
present that the office of a member of 
the council shall be rendered vacant by 
his absence from four consecutive meet­
ings of council. A proposed amendment 
would exempt past presidents, who are 
ex-officio members, from penalty for ab­
sence from council meetings.
At present the responsibility for select­
ing the place of special meetings of coun­
cil is not fixed by the by-laws. It is pro­
posed that a sentence be added to article 
VIII, section 1, as follows: “ Special 
meetings of the Institute or of the coun­
cil shall be held at places designated by 
the executive committee.”
An amendment to article IX, section
1, would change the name of the com­
mittee hitherto known as “ committee 
on federal legislation” to the “ commit­
tee on federal taxation” in order that it 
may be clearly understood that the com­
mittee is concerned primarily with fed­
eral revenue legislation. The same sec­
tion would be further amended by add­
ing committees on accounting procedure 
and on terminology to the list of stand­
ing committees. In the past these have 
been special committees.
The by-laws at present fail to state 
any procedure for the selection of a 
chairman of the committee on nomina­
tions. An amendment to article IX, 
section 2 (c), would prescribe that the 
member of the nominating committee 
first named by the council shall serve as 
temporary chairman of the committee 
until the committee itself shall elect a 
permanent chairman.
Article IX, section 2 (e) and ( f ) 
would be re-stated to clarify the status 
of committees and permit the appoint­
ment of standing committees larger than 
three members. Paragraph (e) would 
be amended to give the president explicit 
authority to constitute and appoint spe­
cial committees as occasion may arise. 
This authority is implicit in the present 
by-laws. Paragraph (f) as amended 
would provide that all committees shall 
consist of a chairman and not less than 
two other members. It would also pre­
scribe that all committees shall serve 
until the annual meeting next following 
their election or appointment, definitely 
fixing the term of their service.
It is proposed that article XV be 
amended to remove ambiguity in the 
provisions regarding voting on amend­
ments to the by-laws. The changes are 
suggested primarily to clarify the pro­
cedure for introduction of amendments 
through the committee on by-laws, by 
notice in writing prior to the annual 
meeting, or by motion from the floor of 
the meeting.
ELECTIONS
Sixty-seven applicants for admission 
to the Institute, whose election was rec­
ommended by the board of examiners 
and approved by the council by mail bal­
lot, have, in the absence of protest, been 
declared elected by the President, as of 
August 31, 1936.
Fifty-three of the applicants have 
been admitted as members and fourteen 
as associates.
In addition, eight associates of the In­
stitute have been advanced to member­
ship.
Following are the new members and 
associates:
A dvanced to M em b e r sh ip  
Walter C. Askew, Jr., Savannah 
Alvin J. Benner, St. Louis 
Homer L. Dalton, Toledo 
Leslie J. Hoffman, New York 
Harold A . Humphrey, Boston 
Robert A. Hurst, Toledo 
Herbert O. Philips, New York
E. H. Schuck, Chicago
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A dm itted  as M embers
Leonard L. Abess, Miami
Frederick Banks, Trenton
Charles Burkhartt, Newark
Thomas W. Burman, Kansas City, Mo.
Horace C. Burton, Hartford
Gilbert R. Byrne, New York
Hilton R. Campbell, New York
C. Thomas Chianese, Trenton 
George E. Comery, Providence 
Carroll F. Davis, Baltimore 
Charles E. Davis, Atlanta 
Ernest H. Davison, Providence 
John S. Dowling, Mobile 
Milton A. Feldman, Milwaukee 
Harold Ferguson, New York 
Arthur B. Foye, New York 
James K. Gregory, Los Angeles 
James W. Hickey, Hartford 
Laurence A. Hicks, San Francisco 
Paul A. Jacobson, Providence
V. Balfour James, San Francisco 
Harlan Johnson, Baltimore 
Edmund M. Kagay, Columbus 
George D. King, Gadsen, Ala.
Edward H. Kinn, New York 
Arthur Kuiper, Chicago 
Alexander J. Lindsay, Denver 
A. C. Littleton, Urbana 
Robert Logie, Cleveland 
Andrew P. MacDonagh, New York 
Ralph F. Mateer, Warren, Ohio 
Howard H. McConnell, Philadelphia
E. F. McCormack, New York 
Robert L. McGarrigle, Philadelphia 
Hyman Meyerson, New York 
Harry H. Michael, Jr., Philadelphia 
George E. Milner, San Francisco 
Ian Milroy, Washington, D. C.
D. Walter Morton, Syracuse 
Philip M. Osborne, Baltimore 
Morris Portner, Red Bank, N. J.
Mark E. Richardson, Philadelphia 
Robert D. Seagraves, Philadelphia 
Louis E. Smith, Seattle
Felix T. Terry, Houston 
Earl E. Thomas, Evansville, Ind.
James L. Turner, Bridgeton, N. J. 
Robert S. Warner, New York 
Samuel W. Webster, New York 
S. M. Wedeberg, College Park, Md. 
Kenneth B. White, Dallas 
Earle M. Williams, New York 
Clarence J. Wipfli, Wausau, Wisc.
A dm itted  as A ssociates
Philip Bardes, New York.
G. Robert Becker, Cincinnati 
T. Reginald Cloake, New York 
George H. Hamilton, San Francisco 
Carl N. Hiller, Cleveland 
Raymond A. Hoffman, Chicago 
George L. Nohe, New York 
Elmer R. Pahnke, Elgin, Ill.
Edward P. Tremper, Jr., Seattle 
Virgil N. Stuart, Denver 
Frederick W. Unger, Cleveland 
Alexander K. Whitehead, New York 
Richard Wurdeman, San Francisco 
Charles H. Wyman, Little Rock
ROBERT E. PAYNE
Robert E. Payne, member of the 
American Institute of Accountants since 
1925 and partner of the public account­
ing firm of Lawrence Scudder & Co., 
Chicago, died on August 8, 1936, after a 
brief illness. He was 44 years of age.
Mr. Payne was bom at Battle Creek, 
Michigan. He was graduated from the 
University of Michigan in 1915 and soon 
afterward became associated with Law­
rence Scudder & Co. He was a general 
partner of the firm for a number of 
years. Mr. Payne was a certified public 
accountant of Michigan, Illinois, Mis­
souri, New York and Oklahoma. He was 
once president of the Illinois Society of 
Certified Public Accountants.
Mr. Payne was well known as a writer 
of accounting subjects, being a frequent 
contributor to The Journal of Account­
ancy. He served on several committees 
of the Institute. In the year 1932-1933 
he was a member of the special commit­
tee on natural business year. In the fol­
lowing year he served on the committee 
on meetings. In 1934-1935 he was a 
member of the special committee on fed­
eral corporation law, and in the same 
year was chairman of the special com­
mittee on state corporation laws.
He was a member of the American 
Society of Certified Public Accountants 
and the Union League Club, and was a 
Shriner.
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ACCOUNTING SYSTEM FOR UTILITIES 
UNDER HOLDING COMPANY ACT
The securities and exchange commis­
sion on September 7, 1936, promulgated 
a uniform system of accounts for public- 
utility holding companies registered un­
der the public-utility holding company 
act of 1935. The new system is to be­
come effective on January 1, 1937.
The advice of the American Institute 
of Accountants was requested by the 
commission in the drafting of the uni­
form system. The Institute’s special 
committee on public-utility accounting 
conferred at Washington on February 
21st with representatives of the commis­
sion, and later commented on the system 
in draft form.
Following is a memorandum prepared 
by the Institute’s committee covering 
the conference on February 21st: 
H olding Co m pa ny  A ccounts 
Investments
In providing for a classification of ac­
counts a major difficulty was presented by 
the definitions of holding company system, 
holding company, subsidiary company, affili­
ate, associate company and public utility 
company, as defined in the public utility 
act, and the variance between these defini­
tions and those customarily applied in ac­
counting practice and those set forth in the 
securities act and securities and exchange 
act. In order to avoid use of the words and 
phrases so defined, the committee suggested 
that investments be classified only as to (a) 
companies consolidated; (b) companies not 
consolidated; and (c) other investments. It 
was the intent that this classification also be 
used, to the extent applicable, in the classi­
fication of other assets, liabilities and in­
come and expenses.
The general classification of investments 
is to be supported by a detailed schedule 
showing the principal amount of investments 
in bonds, debentures, notes, advances, etc., 
and the number of shares of preferred and 
common stocks; the ratio of the amounts 
held to the total amounts outstanding; and, 
where available, the amounts invested in the 
respective classes.
The committee recommended that the 
basis of consolidation be similar to that of 
the securities and exchange act, which pro­
vides for such basis as “will most clearly
exhibit the financial condition and results of 
operation.”
With respect to the treatment of reserves, 
the committee recommended that general re­
serves be carried on the liability side of the 
balance-sheet with the option to the company 
of deducting specific valuation reserves from 
the assets to which applicable.
Some discussion was had as to the possible 
relationship of the aggregate of the book 
amounts of the fixed assets of subsidiaries to 
the aggregate investment of the parent com­
pany in such subsidiaries; and as to the ex­
tent to which the excess (if any) of the 
investment of the parent company might be 
considered to indicate the purchase of in­
tangibles. It was felt by the committee that 
any effort to segregate intangibles would be 
impracticable but that the commission might 
prescribe some starting date as of which such 
segregation would become effective as to fu­
ture expenditures and acquisitions. 
Organization,
Office Furniture, etc.
Inquiry was made by representatives of  
the commission as to the location of the 
foregoing items in the balance-sheet, but it 
was the opinion of the committee that this 
was unimportant.
Sinking Funds
The committee was asked for an opinion 
as to the treatment of the company’s own 
securities held alive in sinking funds and 
expressed itself as favoring the deduction of 
such securities from the corresponding lia­
bility account.
Current Assets 
Apart from the question of classification, 
discussed in “Investments” above, the only 
question raised by the commission was as to 
the treatment of the reserve for doubtful 
notes and accounts. It was the opinion of 
the committee that, these being specific valu­
ation reserves, they should be deducted from 
the assets to which applicable.
Debt Discount and Expense
With respect to this item it was the rec­
ommendation of the committee that the 
amortization provisions be general or op­
tional with a requirement that the basis em­
ployed be approved by the commission. This 
treatment seemed practicable to the com­
mission, inasmuch as it would be required to 
pass upon refunding issues, at which time 
it could likewise approve the proposed
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method for disposition of unamortized dis­
count and expense on the securities refunded. 
These comments apply equally to premium 
on refunded issues.
Reacquired Securities
It was the opinion of the committee that 
the treatment thereof should follow the pro­
visions of the securities and exchange act, 
which requires under “Funded debt”, that, 
“where reacquired bonds and notes are de­
ducted from bonds and notes outstanding the 
amounts shall be shown separately” ; and, 
under “Capital stock”, that “reacquired 
stock (treasury stock) is preferably to be 
shown as a deduction from capital stock or 
from either the total of capital stock and 
surplus, or from surplus, at either par or 
cost as circumstances require”.
Surplus
With reference to the segregation of sur­
plus it was the opinion of the committee 
that such segregation be required only as 
between capital and earned surplus (if prac­
ticable), with such further analysis of capi­
tal surplus as the commission might require, 
having regard to the availability of informa­
tion from which to prepare such an analysis. 
It was suggested that if the commission felt 
that a further segregation of capital surplus 
is desirable it might permit the companies 
to use their present classification up to a 
date to be fixed as of which adherence to a 
classification prescribed by the commission 
would be required.
Question was also raised as to the pro­
priety of taking up in the surplus accounts 
of a holding company the undistributed sur­
plus of subsidiaries and it was the opinion 
of the committee that, if taken up, such 
undistributed surplus should be segregated 
so as to fully disclose the fact.
Income Account
With respect to the treatment of stock 
dividends, the committee advocated adher­
ence to the principle that, if stock dividends 
received have been included as income, that 
fact, as well as the basis on which they have 
been taken up, should be indicated; and that, 
in no event, should they be taken up at a 
value in excess of that at which charged on 
the books of the issuing company.
The committee also expressed the opinion 
that it is permissible to take up cumulative 
preferred dividends (declared subsequent to 
the date of the accounts), as an asset and 
in the income account, to the extent that the
corresponding liability and expense is taken 
up by the payor; provided, that unless in­
terest and dividends shall have been earned 
and are collectible, they shall not be taken 
into assets (without a contra reserve) or into 
income.
On the question as to whether payments 
under the social security act should be 
treated as taxes or should follow the dis­
tribution of payrolls, it was the opinion of 
the committee that treatment as taxes is 
preferable.
With respect to federal income taxes, it 
was the opinion of the committee that these 
should preferably be segregated from other 
taxes and treated as a deduction from in­
come rather than as an operating or general 
expense; or that the position be optional 
with the companies.
D epreciation
The committee respectfully recommended 
to the commission that questions involving 
the adequacy and treatment of depreciation 
charges and reserves be left to the various 
state regulatory bodies.
COMPANY AMENDS ACCOUNTS 
AT REQUEST OF S. E. C.
Amendment of the 1934 published in­
come account of the Curtis Publishing 
Company to eliminate from net income 
dividends on the company’s own pre­
ferred stock carried in the treasury was 
announced on September 4th. It is re­
ported that the amendment was made 
in compliance with a request of the se­
curities and exchange commission in 
which the New York stock exchange con­
curred.
The incident is described in the fol­
lowing article quoted from the New 
York Herald Tribune of September 5th:
“To conform to accepted accounting prin­
ciples, Curtis Publishing Company has 
amended its 1934 income account by elimi­
nating from earnings dividends paid on 
preferred stock held in its treasury.
“In the amended document filed with the 
securities and exchange commission yester­
day, the concern lists 1934 consolidated net 
income at $5,678,033, compared with net of 
$5,906,326 reported to stockholders previous­
ly. The former figure was equal to $6.58 a 
share on the 7 per cent. preferred stock, 
while the latter is equal to $6.84 a preferred 
share.
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“In a letter from the stock exchange under 
date of July 31, the disparity was pointed 
out thusly: ‘It is noted that dividends in 
the amount of $280,293 on the registrant’s 
own preferred stock carried in its treasury 
has been taken up as income in the above 
captioned profit-and-loss statements. Al­
though it might be deemed that the amount 
is not very significant, the method of treat­
ment of such dividends would seem not to 
be in accordance with accepted principles 
of accounting. It is therefore requested that 
amended profit-and-loss statements be sub­
mitted.’
“Revised net income for the parent com­
pany alone in 1934 was $5,667,701, com­
pared with $5,897,994 as first reported.
“Lawrence E. Brown & Co., accountants, 
who certified the original statement in ac­
cordance with accepted principles, said: 
‘The aforesaid amended statements do not 
affect the financial status or surplus of the 
registrants, or registrant and subsidiaries, 
as shown in the original permanent registra­
tion certificate, and in our opinion correct 
the “deficiencies” in the manner desired by 
the S. E. C. as noted in the letter dated 
July 31, 1936, from the New York stock 
exchange.’
“The incident marked an occasion where 
the S. E. C.’s intent is that earnings will be 
computed on outstanding stock and not on 
outstanding shares where there has been any 
treasury recovery of the issue.”
On September 4th, the New York Sun 
commented on the incident as follows:
“The downward revision in 1934 earnings 
of Curtis Publishing to eliminate dividend 
income on treasury stock will be applauded 
by most accountants. The complaint of the 
S. E. C. that led to the change stated that 
the inclusion of such dividends ‘would seem 
not to be in accordance with accepted prin­
ciples of accounting.’ The American Institute 
of Accountants special committee on coopera­
tion with stock exchanges listed as one of 
the five cardinal principles, more than three 
years ago, that dividends on treasury stock 
‘should not be treated as a credit to the 
income account of the company.' It is un­
fortunate that the stock exchange permitted 
the company’s 1934 report to escape correc­
tion so long and allowed the 1935 statement 
to continue the digression from ‘accepted 
principles.’
“The accountants for Curtis Publishing 
in amending their 1934 certificate state that 
the changes do not affect ‘the financial status 
or surplus.’ That is true enough, but the 
changes do affect reported earnings material­
ly. When a company is paying dividends 
in excess of current earnings, as Curtis was 
in 1934 and 1935, the payment of dividends 
on treasury stock approaches the theory of 
perpetual motion. The company dips into 
surplus of the previous year, pours it through 
income account for the current year by pay­
ing dividends on treasury shares, and lets it 
drip back into surplus account, whence it 
can be lifted again next year. Without do­
ing a nickel’s worth of business a company 
having a good surplus and a large block of 
re-acquired stock could go on for years re­
porting earnings on the stock in the hands 
of the public. I f  20,000 shares were held 
publicly and 80,000 in the treasury, pay­
ment of a dividend of $1 a share would put 
$80,000 in the theoretical income account— 
equal to 80 cents a share on 100,000 shares 
issued or to $4 a share on 20,000 in the 
hands of the public. In actual public dis­
bursements it would take a company fifty 
years to exhaust a surplus of $1,000,000 in 
this manner.”
INSTITUTE MEMBER APPOINTED 
TO FEDERAL POST
The federal home loan bank board re­
cently announced the appointment of 
John W. Ballard, of Fort Worth, as 
chief examiner. Mr. Ballard is a mem­
ber of the American Institute of Ac­
countants admitted in 1933.
Mr. Ballard joined the federal home 
loan bank system in 1934 and has served 
on the review committee since that time. 
The duties of the examining division in­
clude analysis of applications from 
thrift and home-financing institutions 
for membership in the bank system, for 
insurance of investors’ accounts through 
the federal savings and loan insurance 
corporation, for conversion of federal 
charter and for government investment 
in their shares. It also conducts annual 
examinations of insured associations.
For the past two years Mr. Ballard 
has cooperated in the development of 
uniform financial statements and re­
ports of building and loan associations.
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STOCK EXCHANGE ADDS TO 
LISTING AGREEMENTS
The stock list committee of the New 
York stock exchange on September 2nd 
announced certain amendments and ad­
ditions to the listing agreements in use 
by the exchange which should have an 
important bearing on the accounting 
procedure of listed corporations.
Besides changes in arrangement, form 
and phraseology, several significant addi­
tions were made to the agreements. A 
new stipulation, section II-6, has been 
added and section II-7 has been amended 
so that these two agreements now read 
as follows:
“II-6. The corporation will not use, nor 
will it permit any subsidiary directly or in­
directly controlled by it to use capital sur­
plus, however created, to relieve income ac­
count or earned surplus account of charges 
that should properly be made against one 
or both of such accounts without notifying 
the exchange and obtaining the approval of 
its stockholders.”
“II-7. The corporation will not make any 
substantial change, nor will it permit any 
subsidiary directly or indirectly controlled 
by it to make any substantial change in ac­
counting methods, or in policies as to de­
preciation and depletion, or in bases of valu­
ation of inventories or other assets, without 
notifying the exchange and disclosing the 
effect of any such change in its next suc­
ceeding interim and annual report to its 
stockholders.”
Another addition requires that com­
panies disclose in their financial state­
ments any item of an unusual or non­
recurring nature.
Following is a statement commenting 
on the new requirements which the In­
stitute’s special committee on coopera­
tion with stock exchanges has released 
to the press:
“The principle underlying the require­
ment of the New York stock exchange that 
corporations making application to list se­
curities will agree not to use or permit any 
subsidiary directly or indirectly controlled 
by it to use capital surplus, however cre­
ated, to relieve income account or earned 
surplus account of charges that should prop­
erly be made against one or both of such
accounts without notifying the exchange and 
obtaining the approval of its stockholders, 
is in conformity with good accounting prac­
tice approved by the American Institute of 
Accountants. Early in 1933 the Institute 
committee on cooperation with stock ex­
changes said that capital surplus, however 
created, should not be used to relieve the in­
come account of the current or future years 
of charges which would otherwise fall to be 
made there against.
“Furthermore, the Institute believes that 
any important change in accounting methods 
from year to year, with the effect of such 
change on the income account of the cor­
poration, should be brought out when re­
porting upon the financial condition or re­
sults of operation for a given period. A 
change in method of valuing inventories or 
a new basis for depreciation of plant and 
equipment may be cited as instances which 
might well have a decided effect on the in­
come account.
“This is covered in the requirement of the 
stock exchange that the corporation will not 
make any substantial change, nor will it per­
mit any subsidiary directly or indirectly 
controlled by it to make any substantial 
change, in accounting methods, or in poli­
cies as to depreciation and depletion, or in 
bases of valuation of inventories or other 
assets, without notifying the exchange and 
disclosing the effect of any such change in 
its next succeeding interim and annual re­
port to its stockholders.”
A. I. Grade & Co. announce the removal 
of their offices to suite 1819-1821, Central 
building, 77 West Washington Street, Chi­
cago.
Samuel Kaplan & Co. announced the re­
moval of their offices to 551 Fifth Avenue, 
New York.
William A. Ullrich announces the forma­
tion of William A. Ullrich & Co., Harries 
building, Main and First streets, Dayton, 
Ohio.
“Investment for appreciation,” by L. L.
B. Angas, recently published by the Somer­
set Publishing Company, was reviewed by 
Samuel J. Broad, of New York, in the Aug­
ust issue of The Management Review.
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NATURAL BUSINESS YEAR
At a meeting of the natural business 
year council held at New York on Sep­
tember 11th, activities of the council dur­
ing the past year were reviewed. Fol­
lowing is a summary of a report which 
had previously been sent as a News Letter 
to the members of the council and to a 
number of other individuals and organi­
zations active in the campaign.
F ormation  of Council
The natural business year council was 
formed in November, 1935, by representa­
tives of the following organizations: Robert 
Morris Associates, National Association of 
Credit Men, New York Credit Men’s Associa­
tion, Dun and Bradstreet, American Man­
agement Association, National Association of 
Cost Accountants, American Trade Associa­
tion Executives and the American Institute 
of Accountants.
I n it ia l  S teps  of Ca m pa ig n
Soon after its formation the council issued 
a four-page statement entitled The Natural 
Business Y ear as the Proper Fiscal Period. 
An article on the same subject appeared in 
Domestic Commerce, publication of the bu­
reau of foreign and domestic commerce, and 
the council obtained reprints of this article. 
It received from the American Institute of 
Accountants copies of a chart for use in 
determining the natural business year of a 
business enterprise. It also received from 
the Institute copies of a list of natural fis­
cal closing dates prepared by the bureau of 
business research, University of Illinois.
Through the national organizations par­
ticipating in the campaign, the council en­
couraged the formation of local or state nat­
ural business year councils.
R esearch
Immediately after its organization the 
council undertook to prepare an improved 
list of suggested fiscal closing dates. In do­
ing so it relied chiefly for its material on 
studies previously made by the University 
of Illinois and the American Institute of 
Accountants, analysis of actual closing dates 
of companies listed in Moody’s Industrials 
and data supplied by cooperating organiza­
tions. In verifying dates tentatively selected, 
it corresponded with individual company of­
ficers and with trade associations. The 
council has published a tentative list and is
now preparing to publish a final list of fis­
cal closing dates for more than 200 branches 
of industry. The bureau of foreign and 
domestic commerce has assisted unofficially 
by reviewing dates tentatively selected.
L iterature D istributed  
The following tabulation shows the num­
ber of pamphlets and other material distrib­
uted by the council:
Basic statement...................................  74,700
Chart for determining a natural
business year .................................. 2,500
List of closing dates:
University of Illinois.....................  650
N. B. Y. council...............................  4,400
News Letters (1, 2 & 3 ).................... 625
Domestic Commerce reprint.............  6,500
Total............................................ 89,375
M agazine A rticles
Articles presenting arguments favoring the 
natural business year have appeared in a 
number of publications. Some of these have 
been prepared by members of the council; 
others by the staffs of the periodicals them­
selves. Among the magazines publishing 
material on the subject are Credit Executive, 
Credit and Financial Management, Forbes 
Magazine, Domestic Commerce, The Journal 
of Accountancy, Modern Finance, The Con­
troller and The Tax Magazine.
A ddresses
Approximately 96 public addresses on the 
natural business year have been made dur­
ing the past year by members of the council 
and others active in the campaign. Many 
of these were arranged by the council at the 
request of various organizations.
N ew spa per  P ublic ity  
The activities of the council have been 
accompanied by wide-spread newspaper pub­
licity. It is estimated that more than 500 
articles on the activities of the council and 
the groups cooperating in its work have ap­
peared in daily newspapers.
CO-OPERATION OF OTHER ORGANIZATIONS 
In addition to groups actually represented 
in its membership, the council has received 
substantial aid from the Controllers Institute 
of America, the Corporation Trust Company, 
the New York stock exchange, Prentice-Hall, 
Inc., Weil, McKey, Pearson & Co., and other 
national organizations.
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Co-operation  of Governm ent  D epa r tm en ts  
Several agencies of the United States gov­
ernment have given the council valuable as­
sistance.
Treasury Department—The bureau of in­
ternal revenue has provided the council with 
statistics relating to actual changes of ac­
counting periods approved by the commis­
sioner of internal revenue during the twelve­
month period which ended on May 31, 1936. 
It has also undertaken to provide monthly 
statements keeping this information current.
Securities and Exchange Commission— 
Representatives of the securities and ex­
change commission have expressed interest 
in the movement in the belief that financial 
statements as of the close of natural busi­
ness years are more accurate and more help­
ful to investors.
Department of Commerce—The depart­
ment of commerce has been of very substan­
tial assistance in two ways. Through its pub­
lication, Domestic Commerce, it has called 
the attention of thousands of business men 
to the activities of the council. The bureau’s 
industrial division chiefs reviewed the tenta­
tive list of suggested fiscal closing dates and 
checked the dates listed against statistics in 
its own files.
S tate A ctivities 
The council has persistently urged that ac­
countants, bankers, credit men and others 
unite in each state to carry on a local cam­
paign in behalf of the natural business year. 
As a result constructive activities have been 
undertaken in 30 states and the District of 
Columbia.
T r a d e  A s s o c ia t io n s  a n d  t h e  N a t u r a l .
B u s i n e s s  Y e a r  
During the past six weeks the natural 
business year council has been attempt­
ing to verify its tentative list of sug­
gested fiscal closing dates by direct cor­
respondence with trade associations rep­
resenting the industries affected. The 
response by trade associations has been 
gratifying. The following excerpts 
from letters received will indicate the 
nature of many of the replies:
J ew elry
“Referring to the selected dates of Novem­
ber or March for the manufacturing jewelers 
and silversmiths, the writer is of the opinion
that the last day of March would be the bet­
ter date. While it is probably true that 
most manufacturing jewelers have practi­
cally completed their manufacturing by the 
last day of November, nevertheless it is also 
true that during the early part of December 
there is usually somewhat of a rush to ship 
out so-called ‘fill-in’ merchandise from stock 
for the Christmas trade. Furthermore, the 
receivables would be at the highest point at 
that date. The last day of March would 
find the receivables at the lowest point and, 
to a certain extent, the inventory would also 
be down, although in many cases new sam­
ple lines would be built up during the months 
of January, February and March.
“Referring to the jewelry industry as a 
whole, it is my opinion that the closing dates 
should be as follows:
“Retail jewelry, last day of January 
“Wholesale jewelry, last day of February 
“Manufacturing jewelry, last day of March 
“We will be very glad to hear from you 
about the further progress of this plan.”
The Jewelers Board of Trade
S te a m sh ip  Co m pa nies  
“. . . I  note that you suggest the last 
day of September. I shall be glad to take 
this up with our committee just as soon as 
the opportunity presents itself, and in the 
meantime I can say that the chairman of the 
committee, with whom I have conferred on 
this subject, is in agreement with your se­
lection.”
American Steamship Owners’ 
Association
Cream eries 
“. . . The closing dates as at the end 
of either February or March, as shown in 
your listing, seem to be favored to a consid­
erable extent in the dairy industry according 
to such information as we are able to secure. 
Not all members of the industry close on 
those dates, however, some using the calen- 
dar-year period.
“February and March appear to be the 
most liquid periods in the industry due to 
the seasonal nature of its production, which 
is probably the principal reason for the 
adoption of such closing dates.”
American Association of Creamery 
Butter Manufacturers
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B ooksellers
". . Most booksellers at the present 
time use the regular calendar year as their 
fiscal year.
“We do believe that July to June would be 
the most advantageous fiscal year for the 
book trade . .."
American Booksellers Asso­
ciation
F lorists
". I  note you suggest the last day 
of September as being a suitable date for 
florists.
“We do not agree with you on this as it is 
our experience here after dealing with more 
than 5,000 prominent florists throughout the 
United States that their season ends as of 
June 30th and begins as of July 1st. . . .
“We trust the above will give you the in­
formation desired . . .".
The Florists’ Telegraph 
Delivery Association, Inc.
Cordage M anufacturers
The manner in which one trade asso­
ciation is co-operating with the council 
is indicated by the following circular 
letter which the Cordage Institute has 
sent to all of its members requesting in­
formation desired by the council:
“Cordage Institute is in receipt of a let­
ter from the natural business year council, 
New York, N. Y., relative to the closing date 
selected for cordage manufacturers for their 
fiscal year. This organization advises that 
they have been conducting extensive research 
during the past six months and have pre­
pared a tentative list of suggested closing 
dates for various industries. This list has 
been unofficially reviewed by government 
departments. They expect to publish a final 
list, but before doing so they are asking 
trade associations for opinions as to the 
date selected for the branches of industry 
which they represent.
“The fiscal closing date which they have 
selected for the cordage manufacturers is the 
last day of September. They want us to in­
dicate the date we prefer, stating reasons, if 
our knowledge does not bear this out.
“It would seem that the only information
I can give them is to advise the closing dates 
of various members of Cordage Institute,
without identification with individual com­
panies. Therefore, will you please return 
this to me, filling out the questionnaire below. 
Yours very truly,
J. S. M cD a n ie l ,
Secretary.
Yes No
“We operate on a cal-
endar-quarter basis ........  .........
(Check)
“The closing date for
our fiscal year is ............................
“Company: ........................
“Date: ..................”
A utomotive  P arts
". . All experience prior to 1935 
would lead to the conclusion that closing of 
the business year on the last of October or 
November would be satisfactory to the ac­
cessory and parts manufacturers in the auto­
motive industry. This was due to the fact 
that prior to the fall of 1935 the new auto­
mobiles were first shown in the first week 
of January, and consequently production 
of parts and accessories for these automo­
biles started in the preceding November and 
December.
“However, starting with the fall of 1935 
the new models have been brought out dur­
ing the early part of November. This 
change of date has resulted in shifting the 
low point of the automotive parts and equip­
ment manufacturers’ yearly cycle approxi­
mately three months ahead. . . .” 
Automotive Parts and 
Equipment Manufacturers, Inc.
Colleges
". I have made an examination of 
the financial reports of colleges and univer­
sities which are on file in this office, for the 
purpose of determining the dates used for 
the closing of their financial records. I  have 
examined approximately 250 reports and 
have determined the following facts:
66% of the institutions close their fiscal 
operations June 30.
10% of the institutions close their fiscal 
operations August 31.
6% of the institutions close their fiscal 
operations July 31.
5% of the institutions close their fiscal 
operations May 31.
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Fifteen other dates were mentioned by the 
remaining 13%.
“. . . many of these institutions are 
governed by the practices of the state gov­
ernments which control them. For example, 
a large proportion of the institutions clos­
ing their books on August 31 are state-sup­
ported institutions in Texas; this practice 
being dictated to these institutions by the 
state government. . . .”
Financial Advisory Service of the 
American Council on Education
Cotton Trade 
“Your letter addressed to the American 
Cotton Cooperative Association has been re­
ferred to me. In effect, this organization is 
a national cotton merchant and our closing 
date for our books is exactly in line with 
your suggestions (last day of July).
“I think some sensible national program, 
as outlined by you, would certainly stop the 
log-jam that many of us have at periods of 
the year in closing corporate books and 
would tend to distribute auditing work more 
evenly over the year.”
The American Cotton Grower
Retail  H ardware
“In the great majority of retail hardware 
establishments, the natural business year con­
forms with the calendar year. This is due 
to the fact that January and February are 
the poorest months from a sales standpoint, 
enabling the merchant to take his inventory 
and make his adjustment with the least in­
terference to his normal activities.
“There are some exceptions, of course. 
These are found particularly in the south 
where there are many stores which end their 
fiscal year on June 30th. This is due to the 
fact that their seasonal variation is markedly 
different than in most other sections of the 
United States.”
The National Retail Hardware 
Association
M eat  P ackers 
“The selection of a year ending October 
31 was brought about by the fact that at the 
end of October pork-packing companies have 
completed what they consider a normal cycle 
of operations. The marketing of hogs by 
live-stock producers is a somewhat seasonal 
matter. The numbers offered for sale begin
to increase in the fall and early winter, usu­
ally reaching a peak in January or Febru­
ary; this is followed by a decline, a secon­
dary peak in May or June, and very small 
marketings in July, August, September, and 
into October. The pork packer characteris­
tically accumulates fairly heavy supplies of 
product in cure and storage during the win­
ter months, with the expectation of market­
ing the excess during the summer, and re­
ducing his inventories to a low point about 
the end of October.
“The seasonal character of pork packing 
is not quite so pronounced as it was a good 
many years ago, but it is still important 
enough so that all the larger operators figure 
their natural year as ending in the fall. By 
the end of December they have embarked on 
a new season of product accumulation, and 
naturally that would be a poor time for them 
to close their books. Many of the small local 
packers, however, keep their accounts on a 
calendar-year basis, as they are less affected 
by the seasonal variations than are the 
larger units.”
Institute o f American
Meat Packers
C ooperation of S. E. C.
Carman G. Blough, chief accountant 
of the securities and exchange commis­
sion, in a letter to Charles B. Couchman, 
chairman of the special committee on 
natural business year of the American 
Institute of Accountants, has expressed 
his approval of the efforts now being 
made to encourage more wide-spread 
adoption of the natural business year 
and set forth what seem to him to be 
the chief advantages of the natural busi­
ness year from the viewpoint of inves­
tors and of the commission.
In his letter Mr. Blough mentioned 
that widespread adoption of the natural 
business year would so spread the work 
of public accountants that audited state­
ments could be published more quickly 
for the information of investors, and 
added :
“. . . I think you have touched upon 
the more important arguments in its favor 
but I should like to take the opportunity of 
expressing those that appeal to me as being 
most important from the standpoint of the 
work of this commission. . . .
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“In so far as the work of the securities 
and exchange commission is concerned, the 
better distribution that would accompany 
an increase in the number of concerns adopt­
ing the natural business year would undoubt­
edly improve our ability to render satisfac­
tory examination service in the interests of 
the public.
“The greatest advantage to the investor to 
be gained by the adoption of the natural 
business year, however, is due to the fact 
that it would make available to him financial 
statements prepared at a time when the ac­
tivities of the company are at a minimum 
and its assets most liquid. Such statements 
involve fewer estimates and arbitrary valua­
tions than those prepared at any other time 
and, accordingly, reflect more accurately the 
results of the company’s operations and its 
financial status.”
S t a t e  S o c ie t y  A c t iv it ie s  
Activities of the Pennsylvania Insti­
tute of Certified Public Accountants in 
behalf of the natural business year are 
described in the report of a special com­
mittee presented at the recent annual 
meeting of the Institute, which was, in 
part, as follows :
“Early in December 1935 your committee 
recommended to the president that the In­
stitute send to each member a copy of the 
pamphlet dated November 25, 1935, pre­
pared by the natural business year council, 
of New York, which sets forth the advan­
tages of the natural business year as the 
proper fiscal period. It was also recom­
mended that the chapters cooperate in the 
natural business year week movement and 
have discussions of the question at the De­
cember chapter meetings.
“The chairman of the Institute’s commit­
tee on cooperation with bankers distributed 
to banks and bankers throughout the state 
a large number of the pamphlets and re­
ported numerous replies of their coopera­
tion.
“Through the efforts of your committee 
and of the executive assistant of the Insti­
tute, excellent publicity was given the move­
ment by Philadelphia and Pittsburgh news­
papers in which reference was made to the 
Pennsylvania Institute.
“In January 1936 the president of the In­
stitute addressed a meeting of the Bank
Credit Club of Pittsburgh on the subject of 
the natural business year.
“Your president suggested that a local 
natural business year council be formed in 
western Pennsylvania, the membership to in­
clude bank and industrial credit executives. 
Your committee recommends that such an 
organization be established at least in Phila­
delphia and Pittsburgh, if not in each chap­
ter city.
“It recommends also that a tentative list 
of natural closing dates prepared by the 
American Institute of Accountants be in­
cluded in the Spokesman in order to obtain 
an expression of opinion as to whether the 
dates given are natural closing dates.”
LATER DATE FOR FILING TAX 
RETURNS SUGGESTED
The Institute has referred to the ad­
visory council of state society presidents 
a proposal that the date for filing federal 
income-tax returns be changed from the 
15th day of the third month after the 
close of the taxpayer’s fiscal year to the 
15th day of the sixth month. This pro­
posal was made in the form of a resolu­
tion adopted by the Kentucky Society 
of Certified Public Accountants on 
April 28th and was subsequently en­
dorsed by other state societies and re­
ferred to the Institute.
The Institute’s committee on federal 
taxation considered the matter favorably 
and drew the suggestion to the attention 
of the bureau of internal revenue. The 
resolution was then referred to the ad­
visory council with the thought that at 
their next meeting the state society presi­
dents might wish to discuss the subject.
Following is the text of the resolution 
adopted by the Kentucky society:
“W her ea s , each year adds to the list of 
business enterprises requiring annual audits, 
and
“W h ereas, it is economical and conducive 
to accuracy that such annual audits be com­
pleted before filing federal income-tax re­
turns, and
“W hereas , it is impossible for the certi­
fied public accountants throughout the coun­
try to complete all of the audits required 
and demanded of them within the period 
heretofore allotted for filing federal tax re­
turns, and
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“W h e r e a s , the ask in g f o r  and  g ra n tin g  
o f extensions o f  tim e an d  the filing o f  te n ta ­
tive re tu rn s en tails e x tra  an d  useless labor  
an d  exp ense on the p a r t  o f  both the govern ­
m ent and the ta x p a y e rs , now , th erefo re , be it
“ R esolved , that the Kentucky Society of 
Certified Public Accountants does hereby pe­
tition the congress to change the due date 
for filing federal income-tax returns, and the 
consequent penalties for delinquency, from 
the 15th day of the third month following the 
close of the taxable year to the 15th day of 
the sixth month following the close of the 
taxable year, but impose interest at the rate 
of one-half of one per cent. per month for 
each month or fraction thereof from the 15th 
day of the third month following the close of 
the taxable year until paid, so that all returns 
filed up to the 15th day of the third month 
following the close of the taxable year would 
be without either interest or penalty; the 
interest to attach on those filed thereafter; 
and the penalties, other than interest, to 
attach only on such returns as are filed after 
the 15th day of the sixth month following 
the close of the taxable year, and be it 
further
“ R eso lved , that a copy of this resolution 
be sent to the commissioner of internal rev­
enue, the secretary of the treasury, each Ken­
tucky member of the United States senate 
and congress, the president and secretary of 
the American Society of Certified Public 
Accountants, the president and secretary of 
the American Institute of Accountants and 
the presidents of the respective state socie­
ties of certified public accountants.”
Norman G. Chambers, of New York, has 
been appointed by the British Empire Cham­
ber of Commerce in the United States of 
America to act as chairman of a committee 
of double taxation to cooperate with the 
chamber’s committee on foreign commerce 
and revenue laws.
With the resignation of Frank Murphy as 
governor general of the Philippine Islands, 
J. Weldon Jones, auditor for the Islands, 
has been named acting governor general. Mr. 
Jones is a certified public accountant of 
Texas, a member of the Institute since 1928, 
and for several years before his appoint­
ment as territorial auditor was on the faculty 
of Ohio State University.
ANNUAL MEETING OF DOMINION 
ASSOCIATION
The American Institute of Account­
ants was represented at the thirty-fourth 
annual meeting of the Dominion Associ­
ation of Chartered Accountants, held 
August 25th to 27th at Toronto, by 
Charles B. Couchman, of New York, 
past president, and John L. Carey, sec­
retary. Headquarters of the meeting 
were at the Royal York hotel.
George R. Freeman, of London, former 
president of the Institute of Chartered 
Accountants in England and Wales, at 
the general session of August 27th, de­
livered a paper entitled “ Constructive 
accountancy.” Other papers presented 
were “ Some thoughts on the balance- 
sheet, ” by A. J .  J . Fanshaw, of Calgary, 
Alberta, and “ Chartered accountants 
and education,” by H. L. Mackin, of St. 
John, New Brunswick.
Mr. Couchman was the guest speaker 
at the banquet which closed the meeting 
on the evening of August 27th. His 
topic was “ Double-entry thinking.”  
After discussing the general unrest that 
characterizes the world today and the 
various types of proposed economic 
changes and schemes for the betterment 
of humanity, he drew attention to the 
fact that many of these changes and 
schemes are being urged, driven and 
even fought for without proper consid­
eration of possible effects. There has 
not been a sufficiently careful weighing 
of the advantages and disadvantages 
that might result from each plan. He 
went on to say:
“We are living in an age where there is 
an overemphasis upon the advantages of 
change. Anyone not wholly fossilized must 
admit that changes are frequently beneficial 
and advantageous. The error lies with a 
great number of people in considering that 
anything that is old is bad and that change 
and improvement are synonymous. There is 
a large group in our land and in every land 
who fail to recognize that some of those who 
uphold the old ways and the old principles 
do so because they have carefully thought 
through proposed changes and have seen 
their fallacies, or have weighed the advan­
tages against the disadvantages of proposed 
measures and have found them wanting.
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“One test of honesty of thought by eager 
proponents of change is whether or not they 
are willing to recognize honesty of thought 
on the part of those who oppose them. In 
recent years we have faced and are still fac­
ing large groups of men who openly attrib­
ute dishonesty of purpose to anyone who 
offers any arguments against the plans they 
so zealously endorse. Such an attitude in­
evitably must breed in the minds of impartial 
observers a doubt as to the confidence of such 
leaders in the value of their own projects. 
A man who will not tolerate fair debate as 
to the merits of a proposal which he es­
pouses indicates his own lack of faith in 
his proposal’s being able to withstand a fair 
minded investigation.
“There is too much single-entry thinking in 
the world today with regard to many vital 
problems. Single-entry thinking, like single­
entry bookkeeping, records only one side of 
a transaction. The trained accountant knows 
that the increase of one asset such as cash, 
may result in the creation of a liability or 
the reduction of another asset, or a com­
bination of several affects, some of which 
may to a certain extent represent gain or 
loss. It is the function of double-entry to 
record them all.
“Single-entry thinking concerns itself 
with only one side of a question. I f  it is 
a proposition which the alleged thinker 
favors he concerns himself only with its 
favorable elements and ignores all unfavor­
able ones. On the other hand, if the propo­
sition is one which he fundamentally op­
poses, his thinking centers upon the unfavor­
able elements only.
“No one can claim to have a reasonable 
judgment upon any proposition until he 
has considered the arguments upon both 
sides. Judgment is determined by the pre­
ponderance of advantages upon one side 
or the other.
“A single-entry thinker specifies the dis­
advantages of a certain economic system 
and immediately considers himself a re­
former, a savior of the people by bending 
his whole energies to eliminating not merely 
the disadvantages, but the whole system. A 
double-entry thinker would strive to ascer­
tain the measure of advantages that might 
be lost through such a change of system, 
together with the disadvantages that might
attach to the new system, and would weigh 
these conscientiously with the advantages the 
change might produce. His final judgment 
on the matter would be the result of such 
impartial measurement of both sides of the 
subject.”
Mr. Couchman applied this line of 
thought to various proposed economic 
changes in the forefront of world 
thought today. He pointed out that ac­
countants, because of their training in 
rendering disinterested and unbiased 
judgment upon accounting matters, 
were particularly well equipped to apply 
the same line of thought to the various 
vital problems confronting the world 
today. He urged that it was the re­
sponsibility of accountants to give to 
economic problems and to political proj­
ects the same type of thinking which 
they apply to the financial affairs of 
clients and to put forth their conclu­
sions in the same unbiased manner.
“Considering a political proposition by 
expressing only its favorable elements would 
be akin to putting forth a balance-sheet show­
ing only the assets and omitting the liabili­
ties. To express an opinion in regard to an 
economic doctrine displaying only its faults 
and unfavorable tendencies would be like 
setting up a balance-sheet consisting only of 
liabilities and responsibilities, the asset side 
being left blank. None of us as accountants 
would even think of such a thing in con­
nection with a financial statement, no matter 
how much interest we might have in the 
organization which it represented. Our 
training and honesty would compel us to 
display the favorable and unfavorable ele­
ments with equal fidelity and impartiality.
“As accountants we can stand steadfast 
in this period of unrest, studying each prob­
lem and each suggested solution on the same 
basis as we study financial elements, and 
the balance-sheet of thought which we pro­
duce with regard to these problems and 
proposed solutions should be so complete 
that the measure of solvency or insolvency 
is fully apparent.”
Miller Bailey, of Kansas City, Mo., re­
cently addressed group meetings of the Kan­
sas Bankers Association at Washington and 
Parsons, Kansas.
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ANNUAL MEETING OF TENNESSEE 
SOCIETY OF C. P. A'S
The annual meeting of the Tennessee 
Society of Certified Public Accountants 
was held at Chattanooga on August 28th 
and 29th. The American Institute of 
Accountants was officially represented 
by John L. Carey, secretary.
At a luncheon on August 28th, the 
guest speaker was C. W. Bailey, of 
Clarksville, president of the Tennessee 
Taxpayers’ Association. Mr. Bailey, a 
banker, expressed concern over the lax­
ity in the control of public expenditures 
in Tennessee, and saying that the state 
may never again have the opportunity 
“ to put its house in order,”  called on 
the accountants to “ rise up on your hind 
legs and assert yourself.”
Commenting on the financial activities 
of various state and local departments, 
Mr. Bailey laid emphasis on the number 
of defalcations which occur and the 
drain thus created on public funds. He 
said:
“ Another astounding situation is 
brought to light in the number of defal­
cations which occur in the counties 
throughout the state. . . . Failure to 
make proper audits and failure to re­
quire accounting of stewardship are re­
sponsible for this condition."  Mr. Bailey 
expressed the opinion that the accounts 
of each county officer should be inde­
pendently audited at least once a year.
Roscoe C. Clark, retiring president of 
the society, presided at the opening ses­
sion of the meeting. The invocation was 
pronounced by the Rev. Malcolm Wil­
liamson. Burton Franklin, mayor of 
Signal Mountain, made an address of 
welcome, to which Harry M. Jay, of 
Memphis, responded. At this session, 
Mr. Carey spoke of the probable merger 
of the two national organizations and the 
results which might reasonably be ex­
pected. His remarks are produced in 
part elsewhere in this Bulletin. George 
P. Ellis, past president of the American 
Society of Certified Public Accountants, 
also spoke at this session, commenting 
on current economic conditions, their 
relation to accountancy and the need for 
one harmonious national organization of
certified public accountants to represent 
the profession.
At the first business session of August 
29th, annual reports of officers and com­
mittees, as well as reports of chapters 
of the society, were read. Henry Miller, 
of New Orleans, past president of the 
American Society of Certified Public 
Accountants, spoke on the relations of 
state and national organizations and 
some of the problems that confront them. 
D. W. Springer, secretary of the Ameri­
can Society, also spoke at this session on 
“ Practitioner relationships.”
At the luncheon on this day, the guest 
speaker was W. R. Long, Chattanooga 
banker.
The following officers were elected for 
the ensuing year: Hoskins Van Hooser, 
of Chattanooga, president; N. H. Craig, 
of Knoxville, vice-president; E. P. 
Scales, Jr., of Nashville, secretary, and 
A. L. Yancey, of Memphis, treasurer.
During the meeting, members of the 
society and their guests were enter­
tained by trips into the surrounding 
mountainous country and at bridge, golf 
and other events which had been ar­
ranged.
On the evening of August 29th, the an­
nual banquet was held at Signal Moun­
tain hotel. R. L. Park was toastmaster. 
The program included presentation of 
officers for the ensuing year.
“ T h in g s  to C o m e ”
In his remarks at the morning session 
on August 28th, John L. Carey, secretary 
of the American Institute of Account­
ants, presented the following hypothet­
ical report on the state of the public ac­
countancy profession as it might be pre­
pared some twenty years in the future.
“There are 30,000 certified public ac­
countants in the United States, 29,900 of 
whom belong to state societies and to the 
national professional organization at a total 
cost to each of not more than $25 a year.
“Each state society is a strong and re­
spected body in its own community. Its 
committees are consulted by state officials, 
tax authorities and securities, banking and 
insurance commissions. Its advice is sought 
by the state legislature. It frequently con­
sults on matters of mutual interest with local
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organizations of bankers, credit men, finan­
cial editors and other professional and busi­
ness groups.
“The standard of accountancy work is very 
high. Through close cooperation between 
national and state organizations full informa­
tion is continually distributed throughout 
the profession on technical developments in 
accounting procedure, and individual ac­
countants are fully informed of the prac­
tices in other parts of the country and in 
various fields of business.
“Fees for public accounting service are 
ample to insure careful and thorough exami­
nations by competent staff men under ade­
quate supervision of principals. Consequent­
ly, clients are universally delighted with the 
service which their accountants render. The 
integrity of audits by independent public 
accountants is generally recognized and busi­
ness men lean heavily on their accountants 
for advice.
“One reason for the high standard of per­
formance and an adequate standard of fees 
is the complete absence of bidding for pro­
fessional accounting work. Even in the 
field of municipal auditing, bidding has be­
come unknown, as have solicitations and ad­
vertising. This has come about because sus­
pension or expulsion from the state society 
and the national organization is the imme­
diate penalty for violation of the ethical code 
adopted by the profession as a whole.
“The one hundred certified public account­
ants who are not members of the profes­
sional organizations are those who have lost 
their memberships or have been refused ad­
mission because of failure to observe the 
code. Their practices have fallen away rap­
idly because the public has learned to seek 
members of the state and national societies 
to render accounting service.
“State boards of accountancy are nominated 
on recommendation of the state society, and 
cooperation between each society and the 
local board is very close. In the rare cases 
of fraud or inexcusable negligence on the 
part of certified public accountants, investi­
gations are made by the state societies, com­
plaints are referred to the state boards and 
the offenders’ certificates are promptly sus­
pended or revoked.
“Occasional attacks on the C. P. A. laws 
by groups of non-certified accountants are 
rapidly disposed of by conferences between
the appropriate legislative committee and 
the society’s committee on legislation, so 
strong is the support rendered to state soci­
eties by the business public and by govern­
ment departments.
“Each state society publishes a monthly 
bulletin and holds monthly meetings through 
which its members are kept informed of cur­
rent events of interest to them. Recognizing 
the importance of accountancy in the busi­
ness life of the community, the local news­
papers review the bulletin and follow meet­
ings faithfully, reporting to the public those 
activities of the state society which are of 
general interest.
“Through cooperation between the national 
organization and the state societies, state
C. P. A. laws have become generally uniform. 
Experience and educational requirements are 
standard throughout the country, and a com­
mon basis for mutual recognition of certifi­
cates has been adopted by all the states. A  
standard examination, prepared by the na­
tional organization in cooperation with the 
individual state boards, has been universally 
adopted.
“Through the advisory council of state 
society presidents the national organization 
obtains the advice of state societies on ques­
tions of policy and in turn receives requests 
for information and advice on matters with 
which individual state societies may be deal­
ing. There is a full and free interchange 
of information.
“The national organization produces pub­
lications covering every subject of interest 
and of practical value to accountants—a 
monthly magazine, bulletins, pamphlets and 
reports. The national organization also 
maintains a complete library, containing 
every work in the English language on ac­
countancy or a related subject, with sufficient 
duplicate copies of the more important books 
to permit circulation among individual mem­
bers. In addition there is maintained at 
national headquarters an information bu­
reau, which obtains answers to technical 
problems submitted by individual members, 
and from time to time publishes, for the 
benefit of all, data compiled in answering 
such questions.
“The advice of the national accountancy 
organization is frequently sought at Wash­
ington by legislative committees and gov­
ernmental departments and officers.
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“Continual conversations take place be­
tween committee of the organization and the 
securities and exchange commission, the fed­
eral power commission, the interstate com­
merce commission, the treasury department 
and other federal bodies dealing with ac­
counting questions.
“In the rare cases in which a certified 
public accountant, appearing before any 
governmental authority, files improper state­
ments or commits an unprofessional act, the 
government agency notifies the national or­
ganization, which in turn advises the state 
society of which the offender is a member. 
I f  after careful investigation the account­
ant is believed guilty of unprofessional con­
duct, he is called upon to answer a formal 
complaint before the national organization 
or the state society or both. The national 
organization customarily deals with charges 
of unprofessional conduct, which for any 
reason it can adjudicate with greater ease 
or with less embarrassment than could the 
state society concerned. In a number of 
court cases involving questions of account­
ants’ responsibility and other questions affect­
ing the status of the profession, the national 
and state organizations have appeared as 
friends of the court and have presented the 
viewpoint of the profession as a whole on 
those questions, as a result of which the 
legal liability of accountants has been clearly 
defined to the satisfaction of all concerned.
“The national organization maintains in­
timate relations with national associations 
of bankers, investment bankers and credit 
men, with the bar association and with stock 
exchanges, as well as with other business, 
professional and trade associations.
“The national organization has carried on 
a continuous program of public education 
through which the nature and value of the 
services rendered by certified public account­
ants have come to be clearly understood by 
the man in the street.
“Regional meetings are held each year 
under the joint auspices of the national or­
ganization and groups of societies in neigh­
boring states, at which prominent members 
of the profession and men well known in 
public life discuss affairs of the day. There 
is great public interest in these conferences.
“The national organization maintains a 
publicity department through which all news 
of accountancy of legitimate interest to the
public reaches the daily press, magazine and 
trade publications.
“Professional education has been placed 
on a high plane. All the leading colleges 
and universities give courses designed to 
train students for professional practice. 
These courses are similar, meeting a mini­
mum standard to which all have agreed, and 
stressing both cultural and technical sub­
jects. Faculties are highly competent and 
graduates of these schools are so trained 
as to be of immediate value to accounting 
firms. A college degree has become one of 
the prerequisites for the certified public ac­
countant certificate.
“An employment exchange is maintained 
by the national organization with which the 
secretaries of state societies cooperate and 
through which qualified accountants may ob­
tain staff positions.
“Largely through the efforts of the na­
tional and state accountancy organizations, 
working with other groups, the natural busi­
ness year has become a generally recognized 
principle of business management. No new 
corporation is formed without study of the 
fiscal year problem, and a closing date is 
selected which will be most advantageous to 
the business. In the meantime, those cor­
porations already in existence, which had 
been operating on improper fiscal years, have 
changed to more suitable ones with the re­
sult that the practice of the average certified 
public accountant remains fairly constant 
throughout the year. Rush seasons are un­
known and large permanent staffs are the 
rule. Staff men are almost never employed 
on a temporary basis.
“The volume of accounting practice has 
increased and many of the ablest young men 
in the universities are striving to satisfy the 
exacting requirements for entrance to so 
honorable and lucrative a profession.”
W. H. Quinnette, of Tulsa, recently ad­
dressed members of the Oklahoma Millers 
Association, on the subject, “The windfall 
tax.”
Raymond Rebsamen, of Little Rock, has 
been appointed by Carl Bailey, attorney- 
general of Arkansas, as chairman of an hon­
orary civil service commission to study civil 
service laws of other states.
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INFORMATION FOR INVESTORS
In an address at the recent Institute 
of Public Affairs held at Charlottesville, 
Virginia, under the auspices of the Uni­
versity of Virginia, Leland Rex Robin­
son, consulting economist and lecturer at 
Columbia University, made an address 
on the subject “ Investor information— 
its economic importance," which at­
tracted wide attention among members 
of the accounting profession. Dr. Rob­
inson is a former assistant director of 
the United States bureau of foreign and 
domestic commerce and once served as 
American financial trade commissioner 
in London. In his address at Charlottes­
ville, Dr. Robinson said, in part, the fol­
lowing :
“For two principal reasons, then, infor­
mation for investors becomes of the most ex­
treme importance these days. In the first 
place, as has been pointed out, directors are 
less free—and less disposed regardless of 
their freedom—to take responsibility for 
withholding earnings from distribution. In 
due course, if present tax tendencies con­
tinue, this will make corporations more de­
pendent upon the markets for capital, in­
cluding their own shareholders, whether or 
not they are made more dependent upon the 
banks. The attitude of the individual inves­
tor will determine in larger measure than 
before the availability of increasing capital 
for corporate purposes, the volume of sav­
ings and the main directions of their employ­
ment.
"The second reason follows from the first. 
As income from stocks will more immedi­
ately and completely register the vicissitudes 
of business, the capitalization of income 
which takes place in the securities markets 
is likely to be wider in its swings than when 
officers and directors shape dividends to their 
own notions of stability and proper balance. 
With a diminution of paternalism on the 
part of corporate directors goes an increase 
of responsibility on the part of corporate 
stockholders. . . .
“To be adequate for the purpose of keep­
ing investors informed reports must be ac­
curate—complete—intelligible. This counsel 
of perfection, however, is not so easy to 
realize in practice. True corporate cost- 
finding leaves much to be desired despite the
advances in accounting methods which have 
accompanied the growth of business. Honest 
differences of opinion will always exist as 
to the relevancy of certain details which, if 
omitted, will render the report technically in­
complete but which, if spread on the record, 
may befuddle or mislead the reader. This 
problem of completeness in reporting is im­
portant today, and has more to do with in­
telligibility of information made public than 
is often suspected. . . .
“Statisticians sometimes employ the term 
‘spurious accuracy’. Now, ‘spurious accuracy’ 
refers to mathematical exactness in handling 
figures of doubtful source or authenticity. 
There is a sense in which every balance-sheet 
and income statement illustrates ‘spurious 
accuracy.’ Before neatly trimmed accounts 
bearing the imprimature of a certified pub­
lic accountant, the average investor stands 
in awe. The more complete the evidence— 
that is, the more copious the footnotes, the 
more labored the textual presentations, the 
more technical and numerous the balance- 
sheet and income-statement subdivisions, the 
more are many baffled readers of financial 
statements prone to render homage to ac­
countants while they are forced to fall back 
upon rule-of-thumb tests in shaping their 
own conclusions.
“Not alone do the rank and file of security 
owners, but also many directors of corpora­
tions themselves fail to grasp the insecure 
foundations upon which the statistical struc­
tures of balance-sheets and earnings state­
ments have often been erected. . . .
“It is to be hoped that forms of reports 
may come more and more into use which 
provide a succinct balance-sheet and income 
statement intelligible to the layman, and also 
provide elsewhere detailed schedules separ­
ated for the perusal of experts, and a candid 
textual interpretation which will help to 
prevent any misconstruction invited by the 
bare figures. Such a report, for instance, 
would not rest content with a statement of 
‘times-earned’ but would point out that a 
leverage factor due to the company’s capital 
set-up would raise or lower the ‘times-earned 
ratio’ in stated proportion to a rise or fall 
in the gross. Where net earnings reflect 
gains or losses from extraordinary sources 
the ratios which these bear to the gross fig­
ures would be compared with their effect 
upon net.”
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CO-OPERATION WITH BANKERS
Committees representing the New Jer­
sey Bankers Association, the Robert 
Morris Associates and the New Jersey 
Society of Certified Public Accountants, 
have been meeting jointly during the 
past six years to consider problems of 
accounting of mutual interest to public 
accountants and credit-granting institu­
tions. These committees have published 
several reports on their activities.
In 1933 a tentative report was sub­
mitted which included a suggested form 
of balance-sheet and operating state­
ment, together with seventy-two separ­
ate questions relating to the statements, 
intended to direct the banker’s attention 
to avenues of information that might be 
helpful in passing upon credit risks. In 
1934 another report included in more 
detail facts about credit reports, together 
with an outline of a budget report by 
the bank customer for the information 
of the credit grantor. In 1935 the com­
mittees published a report which out­
lined different types of audit.
In the most recent report issued joint­
ly by the committees certain criteria for 
judging the financial condition and 
credit needs of a company as revealed by 
its financial statements are listed as fol­
lows:
“U n if o r m it y  of  S t a t e m e n t s  
“Is a uniform method of listing assets and 
liabilities consistently followed in successive 
reports to bankers?
“ R e s u l t s  o f  O p e r a t io n s  b y  D e p a r t m e n t s  
“In the case of a bank customer producing 
several lines of commodities, is there an in­
quiry or demand for a subdivision of his 
operating statement to determine whether 
one of his profitable lines is subsidizing an 
unprofitable one? Is a proper cost system 
in use to reveal such a condition?
“ I n v e n t o r ie s  a n d  Q u ic k  A s s e t s  
“Does the banker inquire whether the 
same personnel takes the inventory year 
after year? If the inventory is so taken, it 
may be that obsolete goods are repeatedly 
included, because they are not considered 
obsolete by the person in charge. This con­
dition may be revealed if different qualified 
members of the business establishment alter­
nate each year in taking inventory, so that
the possibility of overstated inventory be re­
duced to a minimum.
“Is consideration being given to the effect 
of over-investment in inventories on quick 
asset condition? The following will illus­
trate:
Risk A Risk B
Cash ............... $100,000.00 $100,000.00
Receivables.....  200,000.00 200,000.00
Inventories__  200,000.00 500,000.00
Total .......  $500,000.00 $800,000.00
Payables .........  300,000.00 600,000.00
Net quick 
assets .... $200,000.00 $200,000.00
“N a t u r a l  B u s i n e s s  Y e a r
“What consideration has been given by 
bankers to the advantages accruing to them 
from obtaining reports of borrowers based 
upon their natural business year?
“The following are some of the benefits 
to be considered:
(a) Seasonal activity would be completed.
(b) Merchandise inventory would be at 
low quantity and would make possible the 
discovery of obsolete items. If raw mate­
rials inventory should be found to be dis­
proportionately large, in the absence of 
proper explanation, it would reveal a con­
dition to be remedied.
(c) Financial statements would reflect the 
results of a completed natural operating 
season.
(d) Merchandise, accounts receivable, 
payables, etc., would be reduced to their an­
nual minimum, permitting ease of taking 
inventory and ageing receivables.
(e) It permits the presentation of the 
borrower’s financial condition as of a time 
when his ability to liquidate his current 
debts is best revealed.
(f) The work of both the banker and the 
accountant would be facilitated by distribut­
ing over a number of months the services 
entailed in the preparation and examination 
of statements which is now generally per­
formed at the end of each calendar year.
(g) Reports would be submitted to bank­
ers at a time appropriate for determining 
the financial policy of customers in advance 
of the ensuing year and for guiding the 
customer in his forward sales and purchase 
contract commitments based on such credit 
limits as are concluded with the credit 
grantor.
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“ L iq u id it y
“The banker’s interest in the ability of 
the customer to liquidate his loan obligations 
periodically, leads to these questions in re­
spect to loans outstanding, when the bor­
rower shows operating losses:
“Does the banker inquire and determine:
(a) The break-even point of the company 
in terms of sales?
(b) How much additional business is nec­
essary to break even?
(c) Whether the trend indicates increased 
sales and decreased costs or vice-versa and 
the cause thereof?
(d) Whether a budgetary system is fol­
lowed to control liquidity?
“ T h e  E f f e c t  of  T a x e s  o n  C r e d it
“In view of new and pending state and 
federal tax laws, bankers should seek the 
advice of certified public accountants to de­
termine whether customers of the bank are 
currently making proper tax provision in 
their operating statements; whether ade­
quate tax reserves are maintained and to 
what extent the credit position of the client 
is affected by such new taxes.”
A B a n k e r ’s V iew s 
At the 34th annual convention of the 
American Institute of Banking held re­
cently at Seattle, E. L. Blaine, Jr., vice- 
president of the People’s Bank and 
Trust Company, Seattle, made an ad­
dress on “ Cooperation with public ac­
countants” which included the follow­
ing remarks:
“It is very true that many ‘home-made’ 
statements give an unusually accurate pic­
ture of the true condition because they are 
prepared by thoroughly competent and hon­
est bookkeepers, but such bookkeeper is an 
employee of the owner and frequently must 
take orders; so that in the final analysis, 
you can only be sure of an unbiased audit 
where every question of doubt is decided in 
favor of the credit grantor rather than the 
credit seeker, through the employment of 
reports from responsible certified public 
accountants. No doubt many of you can 
sight instances where such reports have not 
been entirely reliable and I believe the 
accountants are as ready as anyone to admit 
that there are degrees of reliability in their 
profession, the same as in banking or any 
other profession. I am speaking, however,
of the work of the better class public ac­
countant. Perhaps some of your criticisms 
of unreliable reports will be explained by 
my later remarks, but if you have actual 
evidence of improper conduct you should 
report it through the committee on coopera­
tion with bankers of the American Institute 
of Accountants, who are as anxious as you 
are to improve the reliability of their reports.
“Now, how may we cooperate with public 
accountants to enable us to obtain more of 
these ‘true-fact’ pictures? I will lay down 
five ways in which we can benefit ourselves 
greatly.
“First—By a thorough understanding of 
the various types of audits made by the 
accountant so that we will not fall into the 
error of using an audit for a purpose en­
tirely foreign from that for which it was 
prepared.
“Second—We should acquaint ourselves 
with the meaning of the accountants’ cer­
tificates so that we may easily recognize the 
nature of the audit and its scope. Let us 
not, through ignorance, expect a report to 
give us something which, by the certificate, 
we should know it does not contain, and if 
we do use such a report, let us not blame 
the accountant for the insufficient informa­
tion and say that audited reports are of 
little value.
“Third—We should take every oppor­
tunity to encourage the regular employment 
of public accountants, not only for the val­
uable information they may develop for our 
use, but also because of benefits they fre­
quently bring our customers in pointing out 
economies of operation, savings in taxation, 
and improvements in procedure.
“Fourth—We should consistently back up 
the public accountant in every legitimate 
demand that the examination be thorough 
enough to actually determine the true state 
of affairs.
“Finally, we should recognize that the 
public accountant, despite the fact that he 
may be preparing a report for our ultimate 
use, is nevertheless paid by the customer and 
must, for that reason, of necessity take his 
instructions as to the scope of his engage­
ment from the customer. Let us make clear 
just what we want in the way of informa­
tion, preferably at a joint conference of 
customer and accountant, at the inception 
of the examination.”
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GOLF AND TENNIS TOURNAMENT 
RULES
Competition for possession of the Mis­
souri golf and tennis trophies at the 
annual meeting of the Institute will be 
governed by the following rules:
Golf
The special feature of this tournament 
will be contests between teams of four play­
ers for the trophy presented by the Mis­
souri state society to be known as the 
‘Missouri golf trophy’. The contest is open 
to teams from the various state societies. 
The four team players must be members of 
the society which they represent.
The team matches will be played on Mon­
day, medal play, eighteen holes. Players 
with substantially the same handicaps (club 
or state) will play together and the trophy 
will be won by the team having the lowest 
gross score (i.e. total of the four gross 
scores of its players).
The trophy will be held for a year by the 
winning society team. Players must play 
through the eighteen holes. Scores must be 
kept by opponents in each instance.
T e n n i s
1. The local tennis committee wherever 
the annual meeting of the American Insti­
tute of Accountants is held, shall make ar­
rangements for judges and umpires; for 
courts, equipment, and tennis balls; and for 
conducting the tournament competition and 
reporting the results thereof to the Institute.
The local committee shall also attend to 
the presentation of the trophy and shall each 
year have engraved on the trophy the year, 
the names of the members of the winning 
team, and the name of the state society or 
chapter to which they belong. The trophy 
shall be retained by the winning state until 
the next annual competition.
2. Competition for the trophy will be open 
to any state society or chapter thereof, but 
not to more than one team from each chap­
ter. Competing teams shall consist of two, 
three or four members or auxiliary members 
(provided they be bona fide accountants) 
of each state society or chapter.
Each state society or chapter thereof de­
siring to enter a team, shall choose a team 
from among its members or auxiliaries by 
competition or appointment at some time 
prior to the date of the Institute’s annual  
meeting.
3. The various teams shall play against 
each other by rounds, the winners of the first 
round being paired and so on, and the win­
ners of the final round shall be declared the 
winner of the trophy for the year.
4. The matches shall consist of play by 
the various teams of
2 singles matches of three sets each
1 doubles match of three sets
Either or both singles players may com­
pete in the doubles match but no one player 
may compete in both singles matches. Each 
team must advise the committee in charge, 
in advance of the date of the first match, 
which player is No. 1 player and which is 
No. 2 player.
The winner shall be the team first gaining 
two matches. The singles matches shall be 
played first, and in the event that one team 
wins both of these matches, the doubles may, 
at the discretion of the committee, not be 
played.
If the number of teams entering the com­
petition is so great that it may not be pos­
sible to complete the tournament within the 
time allotted, the committee shall have power 
to modify the foregoing rules so as to insure 
that the tournament be completed.
Entries for the competition should be 
made 60 days before the date of the annual 
meeting, so that if made necessary because 
of the number of entries, the committee in 
charge of arrangements may require matches 
to be played by districts designated by them, 
leaving only the semi-final and the final 
matches to be played during the annual 
meeting.
In making its entry each society or chap­
ter may name a team of not to exceed four 
members and, in addition, alternates not to 
exceed four in number. With the permission 
of the committee at any time prior to the 
beginning of a match an alternate may be 
substituted for a regular member of the 
team.
If the number of entries is not so great 
as to require district eliminations, the pre­
liminary rounds may be played on the Sun­
day and Monday preceding the annual meet­
ing, and the final matches at any convenient 
time prior to the conclusion of the annual 
meeting.
In all other respects, the prevailing rules 
of tennis, as published by the United States 
Lawn Tennis Association, will apply.
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PROGRAM OF ANNUAL MEETING
D a lla s , O ctober 19-22, 1936
Monday, October 19th
All day. Registration
10:00 A.M. Meeting of council (execu­
tive session).
2 :00 P.M. Meeting of Advisory Coun­
cil of State Society Presi­
dents.
6:00 P.M. Before-dinner party
8:00 P.M. Meeting of representatives 
o f  s t a t e  accountancy 
boards. (Open session. 
Maurice E. Peloubet, 
chairman of the Ameri­
can Institute of Account­
ants ’ board of examiners, 
and E. E. Leffler, presi­
dent of the Association 
of Certified Public Ac­
countant Examiners, will 
preside jointly. There 
will be an address by a 
prominent speaker on a 
subject related to the 
work of state account­
ancy examiners, possibly 
followed by discussion.)
Tuesday, October 20th
9 :30 A.M. General session (Robert H.
Montgomery, president 
of the Institute, will pre­
side).
Invocation.
Welcome to representatives 
of foreign societies.
Response, representative of 
Dominion Association of 
Chartered Accountants.
Response, representative of 
Institute of Certified 
Public Accountants of 
Mexico.
President’s address.
Annual reports.
11:00 A.M. Address: By Henry H.
Heimann, executive man­
ager, National Associa­
12:30 P.M. 
2.00 P.M.
7.00 P.M.
tion of Credit Men (sub­
ject to be announced).
Luncheon for men.
Address: “ Social security 
laws,”  by John G. Win- 
ant, chairman, social se­
curity board.
Dinner dance.
Wednesday, October 21st
All day. Texas Centennial exposi­
tion.
Morning. Golf and tennis tourna­
ments.
9:30 A.M. Round-table discussions  
(two sessions).
11:00 A.M. Round-table discussions  
(two sessions).
Thursday, October 22nd
9:30 A.M. General session.
Election of officers.
Selection of 1937 meeting 
place.
Other business.
10:30 A.M. Address: “ Tax manage­
ment under the revenue 
act of 1936,"  by Norman 
L. McLaren, of San 
Francisco.
11:30 A.M. Address: “ Advantages and 
disadvantages of consoli­
dated statements,"  by 
Victor H. Stempf, of 
New York.
2.00 P.M. Round-table discussions  
(two sessions).
3 :30 P.M. Meeting of council (execu­
tive session).
7 :30 P.M. Annual banquet.
Address by Pat M. Neff, 
president of Baylor Uni­
versity.
Presentation of E lijah  
Watt Sells scholarship 
awards.
Dancing.
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AMERICAN INSTITUTE OF ACCOUNTANTS
THE DALLAS MEETING
Final steps were taken to unite the 
American Institute of Accountants and 
the American Society of Certified Pub­
lic Accountants at the annual meeting of 
the Institute at Dallas, October 19-22, 
1936. The meeting was attended by about 
600 persons, of whom a large number 
were members of the American Society, 
whose annual meeting had been held at 
Fort Worth a few days before.
The meeting adopted an amendment to 
the by-laws, providing for admission to 
the Institute of all members of the So­
ciety in good standing at August 31, 
1936. This amendment will be submitted 
in the usual way for ratification by mail 
vote. Following its adoption and the 
consequent admission of all former So­
ciety members, a mail ballot will be is­
sued, providing for a vote on the two 
controversial points on which agreement 
was not reached in the course of the ne­
gotiations regarding one national organi­
zation; i.e., the question of change of 
name of the Institute and of regional 
nomination and election of members of 
the council. The annual meeting ap­
proved these suggested amendments for 
submission to the entire membership for 
vote by mail, but it was explained that 
such approval would not commit anyone 
to vote either for or against the proposals 
in the final mail ballot.
Assurance of the future existence of 
only one national organization has been 
given, in conformity with the merger 
plan of September 21, 1935, by adoption 
of amendments to the by-laws of the 
American Society which will render it 
totally inactive in the future, but guard­
ing against appropriation of its name by 
any other body.
A m e n d m e n t s  to B y -L a w s
Additional amendments to the by-laws 
were approved at the annual meeting, 
and will also be submitted for ratifica­
tion by mail ballot, providing that asso­
ciates of the Institute in good standing 
at August 31st may become members if 
they so elect; providing for increase in 
number of members of the executive com­
mittee from seven to eleven; and permit­
ting the board of examiners to exercise
wider discretion in determining whether 
or not an applicant’s experience is satis­
factory for purposes of admission to the 
Institute.
Less important amendments, recom­
mended by the committee on by-laws 
and submitted to all members of the In­
stitute prior to the annual meeting, were 
also approved. These amendments were 
chiefly designed to eliminate inconsist­
encies in the by-laws and to facilitate ad­
ministration of the Institute.
P rogram a n d  E n t e r t a in m e n t
The Dallas meeting broke all records 
for attendance at an annual meeting of 
the American Institute of Accountants. 
Nearly 550 persons were registered and 
nearly every state in the union was rep­
resented. Guests from the accredited 
accountancy societies of Canada and 
Mexico were present throughout the 
meeting.
Addresses delivered by Murray Lati­
mer, representing the Social Security 
Board; Henry H. Heimann, execu­
tive manager of the National Associa­
tion of Credit Men, and Leland Rex 
Robinson, economist and teacher, were 
received with great interest, as well as 
technical addresses by members of the 
Institute—Victor H. Stempf, who dealt 
with consolidated statements, and Nor­
man L. McLaren, whose subject was the 
federal revenue act of 1936. All the 
addresses will be published in early is­
sues of The Journal of Accountancy.
Round-table sessions, held at intervals 
throughout the four days of the meeting 
and devoted to discussion of technical 
and professional subjects of current in­
terest to certified public accountants, 
were well attended. Summaries of some 
of these sessions may be published in the 
forthcoming issues of the Bulletin.
E lections
Robert H. Montgomery was elected 
president for the current fiscal year at 
the general session, October 22nd.
Charles F. Rittenhouse, of Massachu­
setts, and Edwin H. Wagner, of Mis­
souri, were elected vice-presidents and 
Arthur W. Teele, of New York, treas­
urer.
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The following elections also took 
place:
Members of Council (Five-year term) :
J. Chester Crandell, Massachusetts 
Norman L. McLaren, California 
Hugh A. Sinclair, Wisconsin 
William J. Taylor, Ohio 
George M. Thompson, California 
T. Dwight Williams, Oklahoma 
Richard S. Wyler, Missouri 
Member of Council (Two-year term): 
Adrian F. Sanderbeck, Pennsylvania 
Member of Council (One-year term): 
William C. Heaton, New Jersey 
Auditors:
Fred L. Main, New York 
R. G. Rankin, New York
At the council meeting on October 
22nd, John L. Carey was elected secre­
tary for the current year, and the fol­
lowing committees were elected: 
Executive Committee (in addition to the 
president and treasurer):
P. W. R. Glover, New York 
Frederick H. Hurdman, New York 
John K. Mathieson, Pennsylvania
I. Graham Pattinson, New York 
Charles Oliver Wellington, New York 
(Arthur H. Carter, of New York, and 
William C. Heaton, of New York, were 
also elected members of the executive 
committee subject to adoption of the pro­
posed amendment to the by-laws increas­
ing the number of executive committee 
members, under which C. F. Ritten­
house, of Boston, and E. H. Wagner, of 
St. Louis, vice-presidents, will also be­
come members.)
Committee on Professional Ethics:
Stanley G. H. Fitch, Massachusetts 
Wayne Kendrick, District of Columbia 
Robert 0. Berger, Illinois 
Paul K. Knight, New York 
Philip N. Miller, New York 
Board of Examiners:
For three years:
Maurice E. Peloubet, New York 
Frederick B. Andrews, Illinois 
John H. Zebley, Pennsylvania
For one year (to fill vacancies):
Henry E. Mendes, New York 
Fred L. Main, New York
The following committee on nomina­
tions was elected, in part by the council 
at its meeting October 19th and in part 
by the general meeting on October 22nd: 
W. L. Clark, Oklahoma 
Clem W. Collins, Colorado 
Julius I. Flink, New Jersey 
Harry M. Jay, Tennessee 
Richard D. Seamans, Massachusetts 
John F. Forbes, California 
Will-A. Clader, Pennsylvania
A dvisory Council of S tate S ociety 
P residents
Meetings of the Advisory Council of 
State Society Presidents were held on 
the afternoons of October 19th and 20th. 
W. L. Clark, chairman of the advisory 
council and president of the Oklahoma 
Society of Certified Public Accountants, 
presided and Alfred N. Hilton, retiring 
president of the Virginia Society, acted 
as secretary. A report of a sub-commit­
tee appointed to study the question of 
regional representation in the governing 
body of the national organization was 
submitted for consideration and served 
as a basis for extended discussion of this 
subject. The recommendations finally 
agreed upon formed a basis for the 
amendment to the by-laws of the Insti­
tute approved on the following day by 
the annual meeting, as indicated else­
where in this Bulletin. The sub-commit­
tee which had studied the subject con­
sisted of the following presidents of their 
respective state societies:
Anson Herrick, Chairman, California 
Arthur L. Baldwin, Colorado 
Julius E. Flink, New Jersey 
James F. Hughes, New York 
J. Cyril McGarrigle, Pennsylvania 
The advisory council also gave con­
siderable attention to the subject of re­
lations between the national and state or­
ganizations, and various suggestions 
were discussed. Attention was also given 
to proposals that the time for filing cor­
porate tax returns might be extended, 
under certain conditions, to six months 
after the close of the fiscal year.
Consideration was also given to ways 
and means of providing for an inter­
change of information among the state
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society presidents between meetings of 
the advisory council.
Favorable sentiment was expressed on 
the suggestion that regional meetings of 
neighboring state societies be arranged 
during the year. Steps will probably be 
taken to this end in the near future.
W. L. Clark, president of the Okla­
homa Society of C. P. A. ’s, was re-elect­
ed chairman of the advisory council, and 
Carl Dietze, president of the Wisconsin 
Society of C. P. A.’s, was elected secre­
tary, succeeding Alfred N. Hilton, of 
Virginia.
A ccountancy E xaminers 
A  meeting of examiners took place on 
Monday evening, October 19th, under 
the joint auspices of the board of exam­
iners of the American Institute of A c­
countants and the Association of Certi­
fied Public Accountant Examiners. 
Maurice E. Peloubet, chairman of the In ­
stitu te’s board, and Edwin E. Leffler, the 
president of the association, presided 
jointly. A n address on the problems of 
law examiners was made by J. L. Gog- 
gans, official representative of the Na­
tional Conference of Bar Examiners. The 
address was followed by extended discus­
sion. Mr. Peloubet described the progress 
of the In stitu te’s plan of cooperation 
with state boards in the conduct of exam­
inations, through which a standard ac­
countancy examination has been adopted 
by thirty-six states and territories. He 
emphasized the desirability of the sub­
mission, by cooperating boards, of prob­
lems and questions which might be in­
cluded in the standard examination.
M e e t i n g s  of  C o u n c i l  
The council of the American Institute 
of Accountants held meetings on Mon­
day morning, October 19th, and Thurs­
day afternoon, October 22nd. At the 
first meeting, reports of the secretary, 
the executive committee, the board of 
examiners and committees on the follow­
ing subjects were received:
Professional ethics 
Budget and finance 
Education 
Federation taxation 
Publication 
State legislation
Administration of endowment 
Commercial arbitration 
Cooperation with bar association 
Cooperation with investment bankers 
Cooperation with securities and exchange 
commission 
Cooperation with state securities commis­
sioners
Cooperation with stock exchanges 
Development of the Institute 
Federal corporation law 
Fiftieth-anniversary celebration 
Governmental accounting 
Inventories 
Natural business year 
Public-utility accounting 
Revision of federal reserve bulletin 
Terminology
Publication of this issue of the Bul­
letin has been delayed beyond the usual 
date in order that members may receive 
a prompt report of the principal events 
at the annual meeting. Many matters 
of interest which can not be included in 
this report will be related in the No­
vember Bulletin.
PRACTICE BEFORE TREASURY 
DEPARTMENT
Treasury department circular No. 230, 
revised, which became effective on Oc­
tober 1st, requires that disclosure of a 
contingent-fee agreement entered into by 
an attorney or agent with a client whom 
he is representing before the department 
must be made at the time that power of 
attorney is filed. Attention is called to 
this new requirement in mimeograph 
4507 of the bureau of internal revenue. 
Following is the form of statement re­
quired :
“This is to certify that I (have) 
(have not) entered into a contingent or 
partially-contingent fee agreement for 
the representation before the depart­
ment o f ...................... ...................in the
matter of....................................under the
terms of a power of attorney filed with
the treasury department on.....................
...................and (in case a contingent or
partially contingent fee agreement has 
been made) that a report of such fee 
agreement (has) (has not) been made
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to the committee on enrollment and dis­
barment
"
Mimeograph 4507 states further that 
“ if in any ease the required statement is 
not submitted with the power of attor­
ney, it shall be the duty of the official or 
employee of the bureau receiving the 
power of attorney to obtain such state­
ment from each and every attorney or 
agent named in the power of attorney, 
and to attach the statement or state­
ments securely to the power of attor­
ney.”
EXAMINATIONS
The regular fall examinations of the 
American Institute of Accountants will 
be held on November 12th and 13th, and 
cooperating state accountancy boards 
will hold simultaneous sessions. Follow­
ing is the schedule of examinations: 
Thursday, November 12, 1936 
9:00 A. M. to 12:30 P. M. Auditing.
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part I.
Friday, November 13, 1936 
9:00 A. M. to 12:30 P. M. Commercial law. 
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part II.
ELECTION OF MEMBERS
Two hundred and two applicants 
for admission to the Institute whose elec­
tion was recommended by the board of 
examiners and approved by the council 
by mail ballot have, in the absence of 
protest, been declared elected by the 
president. One hundred and sixty-three 
of the applicants were admitted as mem­
bers and thirty-nine, as associates. In 
addition thirteen associates were ad­
vanced to membership.
The following were declared elected as 
of September 30th:
A dvanced to M em bership  
Sidney S. Bourgeois, Jr., New Orleans 
Neal Robert Marrin, Fort Worth 
Anthony L. Prely, New York 
H. C. Riquelmy, Houston 
Robert H. Rissinger, Philadelphia 
A dmitted as M embers 
Frederick C. Albershardt, Indianapolis 
Raymond T. Anderson, Dallas 
H. Heaton Baily, Urbana
Austin Mifflin Beittel, Lancaster 
Harry Boggs, Indianapolis 
Herbert George Bowles, Los Angeles 
Vardaman M. Buckalew, Mobile 
J. Edward Burke, New York 
Bernard J. Callahan, New York 
Lee K. Carr, Philadelphia 
Norman B. Chandler, Boston 
Wilfred Henry Cook, New York 
Mark M. Covert, Indianapolis 
Nelson H. Craig, Knoxville 
Patrick F. Crowley, Lynn, Mass.
Roger F. Dickinson, Chicago
Alexander P. P. Drapes, Great Falls
Gilbert F. Dukes, Mobile
Zachery Harry Earl, New York
John Harman Eldridge, San Francisco
John A. Farrar, Newark
Andrew B. Fielding, Newark
Murray Jay Hammer, New York
Cameron L. Handley, San Francisco
John Benjamin Harris, Lancaster
Herbert Paul Haschke, Houston
Julian A. Hawk, Dayton
Herbert Leroy Hedges, Jr., New York
O. C. Herdrich, Indianapolis
Henry C. Helm, St. Louis
Homer C. Hulse, Philadelphia
Edward C. Hunt, Boston
H. Clay Jones, Knoxville
Louis I. Kane, New York
Amo R. Kassander, New York
Robert E. Kelly, Binghamton
Douglas W . Kendrick, Fort Wayne
Frederick Kirchhoff, Milwaukee
Chester Howard Knight, University, Ala.
Leopold Koallick, Boston
Joseph Krauskopf, Hartford
J. Raymond Lynch, Philadelphia
W. D. Marshall, Memphis
M. Dean Matthews, Philadelphia
Leon K. McConnell, Boston
George Clark McCrillis, Syracuse
Elmer F. Miller, New York
Todd L. Moise, Elyria, Ohio
Vernon J. Moore, Cleveland
Fred M. Morrison, Watsonville, Calif.
E. Franklin Odor, Jr., Washington, D. C. 
C. G. Parker, New York 
Walter R. Parshall, Philadelphia 
Robert L. Persinger, Covington, Va. 
Andrew Peterson, Milwaukee 
Joseph E. Phillips, Fort Lauderdale 
Charles Pichetti, Kansas City
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Dewey D. Pierce, New York 
P. Henry Pinkernell, New York 
William Henry Radcliffe, Philadelphia 
A. Donald Rennie, Baltimore 
John W. Robbins, Boston 
Barney Robins, Washington, D. C.
W. H. Rose, Los Angeles 
Albert H. Rumble, Buffalo 
Everett D. Sadler, Los Angeles 
James K. Sanborn, Boston 
John H. Schenck, Philadelphia 
Gustav F. Schweitzer, Philadelphia 
Walter R. Seibert, Philadelphia 
William Arthur Shute, Waterloo, Iowa 
Julius Sinker, Washington, D. C. 
Frank Everett Small, New York 
Hillebert W. Smith, Los Angeles 
Reginald G. Snodgrass, Los Angeles 
Newton D. St. John, New York 
John W. Stokes, New York 
Harry L. Stover, Kansas City 
Howard S. Thompson, Los Angeles 
Philip P. Vineyard, Chicago 
Edward Stanton Wales, Boston 
Francis H. E. Walter, Boston 
Harold J. Watson, Philadelphia 
Paul K. Webster, Los Angeles 
William H. Welcker, Philadelphia 
Herbert E. White, Baltimore 
Stanley W. White, Boston 
Oscar Winkler, New York 
Charles B. Witt, New York 
Harold K. Wood, Hollywood
A d m it t e d  a s  A sso c ia t e s
Casper B. Apple, Newark 
George E. Benson, San Francisco 
Edward M. Blanchard, New York 
Gregory F. Detmer, Fort Wayne 
Herman T. Hagren, New York 
Max Dana Isom, Seattle 
Albert Stewart James, Seattle 
Lawrence F. Johannis, Chicago 
Emerson Le Clercq, San Francisco 
Paul Liebman, New York 
William August Mackie, Philadelphia 
Raymond F. Murphy, Syracuse 
Vincent J. Murphy, Cleveland 
Henry A. O’Neill, Washington, D. C. 
Lawrence G. Petering, Oklahoma City 
Herbert Retzlaff, Portland, Ore.
Abner J. Starr, Cincinnati 
Irving Dan Stern, New York 
John Taylor, New York
The following were declared elected 
of October 13th:
A d v a n c e d  to  M e m b e r s h ip
Elmer 0. Bischoff, Milwaukee 
John McKnight Brown, Utica, N. Y. 
Alvin W. Burket, Richmond 
Rudolph G. Flachbart, New York 
George P. Little, Joplin, Mo.
Dougall McCallum, New York 
George A. R. Schuster, St. Louis 
John F. Sengstack, Philadelphia
A d m it t e d  a s  M e m b e r s
J. Craig Aikins, Reading 
William G. Aly, New Orleans 
Raymond G. Ankers, New York 
William J. Balser, Salt Lake City
F. Merrill Beatty, Chicago 
Ben E. Becker, Dallas 
Henry C. Bethea, Houston 
Bertram M. Betsch, New York 
Francis R. Brodie, Kansas City 
Frank J. Bronner, New York 
Edward L. Carey, New York 
Edward G. Carson, New York 
William J. Casey, Philadelphia 
Robert J. Cashion, New York 
George W. Childs, Jr., New Haven 
James L. Cockburn, Jr., San Francisco 
Gerald I. Collins, Pittsburgh 
Francis G. Cox, New Haven 
Harry W. Cuthbertson, Dayton 
Benjamin M. Davis, Abilene 
William H. Davis, Syracuse 
William S. Deeming, Chicago 
Lewis M. Dodge, Los Angeles 
Walter G. Draewell, San Francisco 
Sidney O. Dye, Fort Worth 
George F. Fahrenholz, New York 
Arthur W. Gay, Boston 
Chester Graff, San Francisco
C. Fred Groneweg, Dayton 
Edward Guion, Jr., Philadelphia 
J. Wilbur Haines, San Francisco 
John W. Hall, Detroit 
Richard Halley, St. Louis 
Barent T. Harder, New York 
Archie S. Harlow, Boston 
Saul C. Hertz, New York 
Earl L. Hogard, Tulsa 
Samuel B. Hoover, Harrisonburg, Va.
E. Allen Kenyon, Milwaukee 
Anthony E. Kondoleon, New York 
Joseph E. Krejcu, New York
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Joseph Charles Langer, Philadelphia 
Jeremiah Lockwood, Philadelphia 
John F. Long, San Francisco 
Irving M. Marks, New York 
John B. McGinley, Washington, D. C. 
George W. McGrath, Pittsburgh 
Walter Meihofer, New York 
John F. Mickelson, New York 
William H. Moberly, Wichita 
Francis H. Molitor, Seattle 
Jennie M. Palen, New York 
George W. F. Pavelka, New York 
Weldon Powell, Los Angeles 
John W. Queenan, New York 
Emil D. Robinson, Boston 
William D. Quinn, New York 
Ross Charles Rodgers, Dallas 
Palen P. Rossman, Philadelphia 
Fred R. Schneiter, St. Louis 
Henry T. Schug, Philadelphia 
Frederick W. Schwab, San Francisco 
Homer P. Sell, Milwaukee 
M. G. Sherman, New York 
Charles W. Smith, Baltimore 
Leon E. Smith, Dallas 
Edmund A. Staub, New York 
Myron M. Strain, San Francisco 
Hoskins Van Hooser, Chattanooga 
Arthur A. Wender, San Francisco 
Jack Leroy Wilson, Los Angeles 
Joseph J. Wyand, Boston 
Maxwell R. Yahr, Milwaukee
A d m it t e d  a s  A sso c ia t e s
Earl Bachand, San Francisco
Frederick M. Blum, Washington, D. C.
Edward L. Burnham, New York
Charles W. Erskine, New York
Henry R. Hofmann, New York
Leo Kershenbaum, Washington, D. C.
William B. Kottinger, Jr., San Francisco
Edward P. Lauten, Chicago
Homer L. Luther, Houston
John W. McKiever, Washington, D. C.
A. Thomas Murphy, San Francisco 
Ralph L. Neilson, Salt Lake City
H. R. Ponder, Chicago 
Edward G. Scovil, San Francisco 
Thomas L. Shreeve, Ogden, Utah 
Raymond C. Solomon, Salt Lake City 
Lewis E. Thomas, South Bend 
Thomas A. Unsworth, San Francisco 
Edgar L. Unzicker, Los Angeles
F. Gibson Wright, Portland, Oregon
EDWARD L. BARETTE
Edward L. Barette, of Los Angeles, 
resident partner of Touche, Niven & Co. 
and member of the American Institute 
of Accountants since 1927, died in July, 
1936, at the age of 42.
Mr. Barette was a native of St. Paul, 
but during his youth lived in Portland, 
Oregon, where he received his early edu­
cation. In 1917 he became associated 
with the firm of Fedde & Pasley, New 
York. In 1922 he went to Los Angeles 
to practise as a partner of Charles E. 
Van Dame & Co. He became a certified 
public accountant of California in that 
year. Two years later he opened an 
office under the firm name of E. L. 
Barette & Co. In 1926 he was admitted 
to Touche, Niven & Co. as resident part­
ner in Los Angeles.
For three years Mr. Barette was secre­
tary and treasurer of the California 
State Society of Certified Public Ac­
countants. In 1928 he served on the 
Institute’s special committee on asset 
valuations on the balance-sheet.
CARL V. STARKLOFF
Carl Y. Starkloff, a charter member of 
the Institute and, at the time of his 
death, credit manager of the Maryland 
Trust Company, Baltimore, died sud­
denly on June 13th at the age of 68.
Major Starkloff had been a life-long 
resident of Baltimore. He was educated 
at the public schools of that city and 
at Baltimore City College. He was 
awarded a certified public accountant 
certificate in 1902 and served as a mem­
ber of the Maryland state board of ex­
aminers of public accountants from 1904 
until 1908.
Mr. Starkloff, was a member of the 
National Association of Credit Men, 
Baltimore Association of Credit Men and 
Robert Morris Associates. He served for 
twenty-three years in the Maryland Na­
tional Guard and retired in 1910 with 
the rank of major. During the world 
war he served in the army quarter­
masters corp.
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PUBLICATION OF COMMITTEE REPORTS
The executive committee of the Insti­
tute has considered a suggestion that 
committee reports submitted to council 
be reprinted from the Year-book in 
pamphlet form for distribution to mem­
bers at a nominal charge of 10 cents. It 
was felt that the opinion of the member­
ship should be sought before acting upon 
this suggestion. Members who would 
desire such reprints are requested to 
notify the secretary, indicating the num­
ber of copies which might be ordered.
ANNUAL MEETING OF OHIO SOCIETY 
OF CERTIFIED PUBLIC ACCOUNTANTS
Members of the Ohio Society of Certi­
fied Public Accountants held their an­
nual meeting at the Pine Ridge Country 
Club, Cleveland, October 1st to 3rd. The 
American Institute of Accountants was 
officially represented by its secretary, 
John L. Carey. The morning and after­
noon of the first day of the meeting were 
devoted to registration, golf and other 
recreation. A dinner meeting occurred 
in the evening at which guests were in­
troduced by Hermann Miller, president 
of the society. The mayor of Cleveland 
welcomed the society to the city and Mr. 
Miller responded.
The relationship of the securities and 
exchange to the accountant was then dis­
cussed by Carman G. Blough, chief ac­
countant of the commission. His address 
will be published in The Journal of Ac­
countancy.
A business session was held on the 
morning of October 2nd. This was fol­
lowed by two addresses.
Mr. Carey, speaking in behalf of the 
American Institute of Accountants, dealt 
with relations of the certified public ac­
countant with the public. He defined a 
public relations program as an effort to 
create and maintain goodwill at every 
point where the activities of a particular 
group comes to the attention of the pub­
lic. The certified public accountant, he 
said, should be regarded by the public as
a technician of the highest order, of un­
impeachable integrity, “ without fear 
and without reproach."  Mr. Carey said 
that the accountancy profession com­
pares favorably with other professions 
in their relations with the public. He 
said, however, that it is necessary for 
each individual practitioner and for 
the profession as a whole, through its 
various organizations, consciously to do 
those things which are calculated to cre­
ate and maintain the goodwill of the 
public. In addition, he said, it is essen­
tial that every proper means be taken 
to inform the public of the high standard 
of conduct existing in the profession and 
of the important role which certified 
public accountants play in public affairs.
Mr. Carey was followed by D. S. Hun­
ter, trade association executive, who dis­
cussed the Robinson-Patman law.
A golf tournament was held during 
the afternoon, and in the evening there 
was an informal banquet at which Mr. 
Miller, as president of the society, pre­
sided. On this occasion, Arnold R. Baar, 
Chicago attorney, spoke on the revenue 
act of 1936. Officers elected for the en­
suing year were announced. They are 
listed on page 23, of this Bulletin. Tro­
phies and prizes resulting from the golf 
tournament were presented.
The morning of October 3rd was de­
voted to discussion of two technical sub­
jects. W. W. Dawson, professor of law 
at Western Reserve University and mem­
ber of the federal labor relatons board, 
led discussion on the topic, “ Application 
of principles of cost accounting in labor 
arbitration cases.”
T. J . Dolan, of Toledo, discussed the 
topic, “ Valuation of tangible personal 
property for taxation; Surface Combus­
tion Corporation vs. Tax Commission of 
Ohio, et. al.”
The meeting adjourned following a 
luncheon, and many members and 
guests then visited the Great Lakes ex- 
position at Lake Front.
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CORPORATE REPORTS AND THE NEW 
YORK STOCK EXCHANGE
Discussion of the effect of stock ex­
change listing requirements upon cor­
porate reports was the feature of the 
Rhode Island Society of Certified Public 
Accountants held at Providence on Sep­
tember 15th. John Haskell, secretary of 
the committee on stock list of the New 
York Stock Exchange, was the principal 
speaker.
Frederick H. Hurdman, chairman of 
the American Institute of Accountants’ 
special commitee on cooperation with 
stock exchanges, commented on portions 
of Mr. Haskell’s address and told of the 
progress of cooperation between the ac­
countancy profession and stock ex­
changes in the development of account­
ing provisions of listing agreements. 
John L. Carey, secretary of the Insti­
tute, was also introduced.
Mr. Haskell explained the objectives 
and activities of his committee and indi­
cated the interest of the exchange in 
simpler and more informative corporate 
reports. He declared that the account­
ancy profession had spared no pains to 
inform the public of the purpose, and 
also the limitations, of the art of account­
ing. He particularly dwelt on the more 
informative nature of financial state­
ments prepared as of the close of a na­
tural business year. The complete text 
of Mr. Haskell’s address was published 
in the October issue of The Journal of 
Accountancy.
Attending the meeting as guests of the 
Rhode Island Society were Earle M. 
French, of Boston, president of the Mas­
sachusetts Society of Certified Public 
Accountants, Camilo Rodriguez, presi­
dent of the Rhode Island Association of 
Credit Men, and D. E. Rice, president of 
the Providence chapter of the National 
Association of Cost Accountants.
Francis E. Welch, president of the 
Rhode Island Society, presided at the 
meeting.
Representatives of bankers, credit 
men, cost accountants and certified pub­
lic accountants, meeting at Providence 
on September 15th, formed the Rhode 
Island Natural Business Year Council to 
sponsor an aggressive campaign in that 
state to bring about more wide-spread 
use of natural fiscal periods. Frederick
H. Hurdman, past president, and John 
L. Carey, secretary of the American In­
stitute of Accountants, were guests at 
the meeting.
Willard C. Beatty, of the faculty of 
Brown University, was elected chair­
man; Ernest I. Kilcup, representative of 
the Rhode Island Credit Men’s Associa­
tion, vice-chairman; and Russell C. Har­
rington, director of the Providence 
Chapter, National Association of Cost 
Accountants, secretary. Other members 
of the council are Howard S. Almy, 
Harry A. W. Hayward, F. Elmer 
Havens, of the Rhode Island Credit 
Men’s Association; Harry Howell, of the 
National Association of Cost Account­
ants; Chester I. Union, E. A. Davison 
and Townes Harris, of the Rhode Island 
Society of Certified Public Accountants.
ACCOUNTS FOR THE OIL INDUSTRY
A uniform system of accounts for the 
oil industry with revisions to June 30, 
1936, adopted by the board of directors 
of the American Petroleum Institute, is 
now available.
The publication contains comment on 
the “ last in, first out” method of valu­
ing petroleum inventories, which was 
recommended by the committee on uni­
form methods on oil accounting and ap­
proved by the board of directors of the 
American Petroleum Institute. The 
American Institute of Accountants spe­
cial committee on inventories collaborat­
ed with the Petroleum Institute’s com­
mittee in its study of inventory valua­
tion. A report of the American Insti­
tute’s committee was published in The 
Journal of Accountancy for August, 
1936.
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UNIFORM ACCOUNTING FOR PUBLIC 
UTILITY HOLDING COMPANIES
The securities and exchange commis­
sion on September 7th promulgated a 
uniform system of accounts for public- 
utility holding companies registered un­
der the public-utility holding company 
act of 1935. The following editorial com­
menting upon the possible effects of the 
new regulations appeared in the Wall 
Street Journal on September 10th: 
“ P r o pe r t y  A c c o u n t s  a n d  R a t e s
“Beginning January 1, next, public utility 
holding companies registered under the util­
ities act of 1935 will keep their accounts ac­
cording to a system prescribed by the secur­
ities and exchange commission. This is no 
doubt a logical development under the act 
creating the S.E.C. and the utility statute. 
The commission was given the mandate and 
proceeds to carry it out.
“Nor is it surprising that its first effort to 
set up an accounting system for the utility 
chains coming under its jurisdiction should 
deal largely with the matter of property ac­
counts and book valuations. So-called 
‘write-ups,’ whatever justification for them 
may have been in the minds of the executives 
making them in specific cases, have easily 
been given by professional utility-baiters the 
appearance of fictitious support for service 
rates charged consumers or padded assets on 
which to base security issues. The commis­
sion naturally moves to control utility hold­
ing company bookkeeping, which is perhaps 
the main focus of acrimonius controversy 
about these companies.
“There is something of a parallel between 
what the S. E. C. is now doing and the con­
trol over railroad accounting which the in­
terstate commerce commission has exercised 
for many years. Account control under a 
uniform system for all companies is the 
handmaiden of public regulation. But the 
connection between property accounts and 
service rates turned out, in the case of the 
railroads, to be not nearly so close as had been 
generally supposed. The transportation act 
of 1920 set up a beautifully complete and 
almost automatic scheme for rate regulation. 
Freight rates and passenger fares were to 
be adjusted to yield the carriers a return 
fixed by the commission on the property in­
vestment also determined by that body.
“It never worked. Some students of rail­
road history hold that the I. C. C. lacked the 
courage to do the job, but the truth probably 
is that it never could be done that way. The 
carriers still had to content themselves with 
rates the traffic would bear, regardless of 
this or that percentage return on “fair 
value.” And the commission found its rate- 
making activities limited most of the time 
to denying the carriers its assistance in ob­
taining the revenues shippers were reluctant 
to yield.
“It would not do to labor the parallel too 
far. But it may well be doubted that S.E.C. 
accounting will ever be a prime factor in 
rates for electric service. Too many other fac­
tors, but particularly that of volume of pow­
er consumption, enter into the rate equation.”
UNIFORMITY IN PROVISIONS OF 
BLUE-SKY LAWS
The possibility of ultimate uniformity 
of state laws governing the issuance of 
securities, and their coordination with 
federal requirements, was discussed by 
James M. Landis, chairman of the securi­
ties and exchange commission, at a meet­
ing of the National Association of Secur­
ities Commissioners held at Denver on 
October 1st. The American Institute of 
Accountants was represented at the 
meeting by Clem W. Collins, of Denver.
Mr. Landis stressed the desirability of 
close cooperation between the commis­
sion and state regulatory bodies.
This subject is reported to be one with 
which securities underwriters through­
out the country are concerned. It is said 
that investment banking interests have 
been particularly interested in a sugges­
tion that forms for filing notice of pros­
pective issues with state commissions be 
patterned after those which are now used 
for registration with the securities and 
exchange commission.
The commission is reported to have ex­
pressed the belief that if uniform and 
effective laws are approved by the vari­
ous states, it might be possible to give 
blanket exemption from registration, un­
der certain conditions, to issues of all 
kinds of $100,000 or less, and transfer 
responsibility for regulation of such is­
sues to state regulatory bodies.
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COST ACCOUNTING UNDER THE 
ROBINSON-PATMAN ACT
Accounting problems created by cer­
tain provisions of the Robinson-Patman 
Act are being widely discussed among 
certified public accountants at present. 
The provisions upon which this interest 
chiefly centers are those amending sec­
tions 2 (a) and (b) of the Clayton act 
of 1914 entitled “An act to supple­
ment existing laws against unlawful re­
straints and monopolies and for other 
purposes."  The Clayton act is amended 
to read, in part, as follows :
“Section 2 (a)—That it shall be unlawful 
. . .  to discriminate in price between dif­
ferent purchasers of commodities of like 
grade and quality, . . . Provided, that 
nothing herein contained shall prevent dif­
ferentials which make only due allowance for 
differences in cost of manufacture, sale, or 
delivery resulting from the differing methods 
or quantities in which such commodities are 
to such purchasers sold or delivered. . . .
“Section 2 (b)—Upon proof being made 
at any hearing on a complaint under this 
section, that there has been discrimination in 
price or services or facilities furnished, the 
burden of rebutting the prima facie case thus 
made by showing justification shall be upon 
the person charged with a violation of this 
section . . . ”
The language of sub-section (a) is in­
terpreted to mean that quantity dis­
counts and discounts based on differing 
methods of sale or delivery are permit­
ted. It is specified, however, that differ­
entials must be "only due allowances for 
differences in cost."
The problem of defining “ cost” under 
the provisions of this act is reminiscent 
of the difficulty experienced in defining 
the term as used in codes of fair com­
petition under the national recovery act 
prohibiting “ sales below cost.” The 
questions involved, however, are believed 
to be quite different.
As one commentator has said, “ In 
those codes the questions were ones of 
the relation between cost and price for 
the purposes of price control and cost 
protection, but essentially as between 
competing sales. Under the Robinson- 
Patman act we have the different ques­
tions of the relation between cost differ­
entials and price differentials individual 
to a single seller but pertinent to compet­
ing buyers. Therefore, there is no ap­
plication of section 2 (a) to aspects of 
price behavior as between competing 
sellers, except that some changes arising 
from market conditions, close-outs to 
move goods and the like are not prohib­
ited (and excepting the provision under 
which the federal trade commission may 
fix quantity limits for some differentials 
under certain conditions). However, 
there is an application to prices between 
competing sales in section 2 (b). This 
section provides that upon proof that 
there has been discrimination, rebuttal 
may be made showing that a lower price 
was made in good faith to meet compe­
tition."
Another commentator has said that, 
literally construed, the differentials al­
lowed seem to be confined to not more 
than the exact difference between the 
unit costs of individual sales. He adds: 
“ Such a standard would be impractic­
able. The determination of cost in the 
case of a particular grade of a parti­
cular commodity is always very difficult 
—as the N. R. A. discovered in trying 
to prohibit sales below cost. The de­
termination in advance of the exact dif­
ference in the cost of numerous individ­
ual sales, made from time to time in dif­
fering quantities for delivery over dif­
ferent periods, is utterly impossible.” 
Eric A. Camman, member of the Insti­
tute, speaking at meeting of Trade Asso­
ciation Executives in New York City, 
said that, when it is determined that 
there is discrimination in prices, that it 
exists on products of like grade and qual­
ity, that it affects competing customers, 
that interstate commerce is involved and 
that there is or there may be assumed to 
be a tendency to injure, it is necessary 
to show, if the transactions are to be 
brought within the law:
“ 1. That differing methods of sales 
are delivery exempt, and 
“ 2. That the resulting differences in 
cost equal or exceed (made only 
due allowance for) the differ­
ences in price.”
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Mr. Camman pointed out that these 
provisions made adequate cost account­
ing very important in every case in 
which these conditions exist. He said: 
“ A great deal of progress already has 
been made, and more is to be confidently 
expected, in the development of dis­
tribution cost accounting methods wher- 
by costs of this nature can be analyzed 
and allocated in a logical and reasonable 
manner satisfactorily enough for practi­
cal purposes. The act appears likely to 
stimulate the adoption of adequate dis­
tribution cost accounting methods, and 
this can only inure to the benefit of 
American business.”
Mr. Camman summarized the essential 
factors of variation which may cause dif­
ferentials through differing quantities 
or methods as follows:
Quantity Method
Manufacturing Cost 
Purchasing cost Different plant 
Preparation c o s t  Special equipment 
(set-up, m a k e -  
ready, dies, etc.)
Distribution Cost 
Size of order Different ways of
selling, delivering, 
advertising, collect­
ing—in sum, of do­
ing business beyond 
making the product.
Commenting on the possible effects of 
the act on internal business operations, 
Dr. Willard L. Thorpe, director of eco­
nomic research of Dun & Bradstreet, 
Inc., has said:
" The outstanding effect of the acts on 
the internal operation of an enterprise, 
is the necessity established to keep de­
tailed and elaborate records of cost if 
price differentials or discounts are to be 
employed. No Washington commentator 
has ever suggested that any lobbyist rep­
resenting the certified public accountants 
actively supported the bill. Neverthe­
less, had they been organized as a pres­
sure group, they would certainly have 
had much to say, for those white-collar 
workers, the bookkeepers and the ac­
countants, will be among the act’s chief 
beneficiaries. . ."
LECTURE AND STUDY GROUP
The New York lecture and study 
group, which last winter held a number 
of informal dinner meetings for discus­
sion of technical subjects of general in­
terest, will be continued this winter, 
meeting for the first time at the Victoria 
hotel on November 4th.
In view of the growing complexity of 
tax legislation and the difficulty which 
the average practitioner experiences in 
keeping abreast of current tax problems, 
it has been decided to devote the first 
three meetings of this season to the pres­
entation of a broad outline of the federal 
revenue act of 1936. The discussion will 
be based on an article by Victor H. 
Stempf entitled “New factors in federal 
income taxation” which appeared in the 
October issue of The Journal of Ac­
countancy. The points raised in the ar­
ticle will be divided among three dis­
cussion leaders, W. L. Ashbaugh, Philip 
N. Miller and Emil T. Weiler, each of 
whom will conduct the discussion at one 
meeting. The three meetings on this 
topic will be held on November 4th and 
18th and December 2nd, at the Victoria 
hotel.
At the first meeting only points raised 
by Mr. Stempf up to page 257 in The 
Journal of Accountancy for October will 
be considered.
Other meetings will be held January 
13th, April 28th and May 12th and 26th. 
The programs for these meetings will 
be announced later.
It is proposed that at each of the 
meetings a $1.25 dinner will be served 
at 6:30 P. M., discussion will begin at 
7 :30 P. M. and meetings will adjourn at 
or before 10:00 P. M. Members of the 
group unable to attend dinner will be 
welcomed at the subsequent discussion 
which will be entirely informal in nature.
The group is essentially for active 
young partners and senior men. While 
additions will be welcomed, every effort 
will be made to limit the group to a size 
consistent with the informality of its 
meetings, and for this reason it has been 
considered advisable to restrict partici­
pation to members and associates of the 
Institute.
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MUNICIPAL ACCOUNTING
CONFERENCE OF MUNICIPAL 
FINANCE OFFICERS
T. Coleman Andrews, of Richmond, a 
member of the Institute, was chairman 
at a round-table discussion of “ The an­
nual financial report of a municipality” 
at the annual meeting of the Municipal 
Finance Officers Association held at To­
ronto on September 10th.
In his introductory remarks, Mr. An­
drews commented on the work of the 
National Committee on Municipal Ac­
counting, in which the American Insti­
tute of Accountants participates through 
its special committee on governmental 
accounting. He dealt particularly with 
the volume entitled Municipal Account­
ing Statements, recently published by 
the national committee. His remarks 
were, in part, as follows:
“. . . In this one volume are brought 
together the results of the thoughts and ef­
forts of the National Committee on Munici­
pal Accounting for the period from the 
inception of the committee down to date. In 
it is presented the majority opinion of mu­
nicipal accounting and finance officers and 
specialists in the field of municipal account­
ing and finance on the subject of fund ac­
counting and reporting.
“This report . . .  is the answer to the con­
stantly increasing demand for an authorita­
tive statement of the principles of municipal 
accounting and reporting that finally led to 
the committee’s creation, under the auspices 
of the following organizations:
American Accounting Association 
American Institute of Accountants 
American Municipal Association 
American Society of Certified Public Ac­
countants
International City Managers’ Association 
Municipal Finance Officers Association 
National Association of Cost Accountants 
National Association of State Auditors, 
Comptrollers and Treasurers 
National Municipal League
“. . . Let us state briefly some of the high­
lights of the committee’s report:
“Accounting. The surest basis for adequate 
reporting of the financial affairs of any mu­
nicipality is a good accounting system, one 
which affords readily the information to be 
reported. It would be incorrect to assert 
that a satisfactory financial report can not 
be prepared for a municipality whose ac­
counting system is inadequate or faulty. In 
such a case, however, the preparation of the 
financial report usually amounts to little 
short of a nightmare. How much better it is 
to have the required information available as 
a part or by-product of the accounting sys­
tem. It doesn’t cost any more to have it this 
way; and, what is most important, the report 
can be made available to the public promptly 
after the close of the period for which it is 
rendered. It is an axiom of auditors that 
their audit procedures should point toward 
the report to be rendered; that is, that they 
should first know generally what is to be re­
ported and then lay out their audit program 
so as to be able not only to assure themselves 
that all values have been fully and properly 
accounted for but also to gather as they go 
along the information required for the re­
port. The accounting system of a munici­
pality should be designed with the same end 
in view. When it is, the preparation of finan­
cial reports is a routine matter that requires 
little more than clerical attention.
“Separateness of Funds. The nature of 
public business is such that it usually is not 
feasible or desirable to have a common pot 
or fund for the support of all activities. 
Even where it is possible to support all oper­
ating functions and activities through one 
general fund, it usually is desirable and nec­
essary to have a special fund for the retire­
ment of debt. In general, it may be said 
that the justification for setting up a fund 
is the necessity, for legal or other reasons, 
for keeping certain income or other resources 
and the expenditure thereof separate from 
all other such items. Each fund therefore is 
a separate entity and should be displayed as 
such in financial reports. It is improper to 
throw all the assets, liabilities, reserves, and 
surpluses of two or more funds together into 
one general balance-sheet. It also is improper 
to consolidate the revenues and expenditures 
of two or more funds into one general state­
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ment of revenues and expenditures. Such 
consolidated statements have no legal signifi­
cance or standing. A common balance-sheet 
and a common statement of revenues and 
expenditures may be used for all funds, but 
in such case, the facts as to each fund should 
be displayed in a separate column. There 
probably is greater division of opinion on 
this point among those present than on any 
other point. It therefore is hoped that there 
will be frank presentation of views with 
regard to it.
“Basis of accounting: There always has 
been and probably always will be some divi­
sion of opinion as to whether the books of a 
municipality should be kept on the cash or 
accrual basis. The weight of opinion prob­
ably is that the accrual basis is preferred to 
the cash basis, but there is not an inconsider­
able number of municipal accounting and 
finance officers and specialists in the field of 
municipal accounting and finance who feel 
that a combination basis of cash for revenue 
and accrual for expenditures is preferable to 
either the full accrual basis or the full cash 
basis. The proneness of members of city 
councils and county boards of supervisors in 
my section of the country to overestimate the 
extent of the collectibility of unrealized reve­
nues has forced us to adopt this combination 
basis. It is hoped that there will be some 
discussion of this topic.
“The measure of what is available for ap­
propriation: There is a very general tendency 
on the part of municipal legislative bodies 
and not a few municipal administrative au­
thorities to regard the cash balance as the 
measure of what is available for appropria­
tion and expenditure. This is particularly 
true in those municipalities where the cash 
basis of accounting is used. This tendency 
has led to many embarrassing financial situa­
tions. It became so general and led to such 
difficulties in at least one state that laws were 
enacted making it a misdemeanor and cause 
for removal from office for any member of 
a county board of supervisors to vote for an 
appropriation when the surplus account of 
the fund for the account of which the appro­
priation is proposed does not show a balance 
available for appropriation. Correction of 
this fallacious conception of the measure of 
what is available for appropriation probably 
might well be undertaken as a major objec­
tive of the association.”
COMPETITIVE BIDS FOR MUNICIPAL 
AUDITS
In an article entitled “ Some financial 
problems of local government”, which 
appeared in the August issue of Western 
City, Lloyd Morey, of Urbana, chairman 
of the Institute’s special committee on 
governmental accounting, stressed parti­
cularly the disadvantage of engaging in­
dependent auditors on the basis of com­
petitive bidding. Mr. Morey said:
“The methods of engaging auditors for 
government agencies are often very unsatis­
factory and the scope of the audits and re­
ports often have been seriously deficient. In 
many cases it has been the practice of public 
officers to call for bids and to award audit 
contracts on the basis of the low bid, without 
regard to qualifications of bidders or scope 
of the examinations expected. Many compe­
tent accountants have declined to participate 
in such procedure, because others less compe­
tent have offered to do the work for a frac­
tion of the fair value of proper service. 
When such offers have been accepted the au­
dits have usually failed to provide the service 
expected or needed from them, and officers 
and public alike have been disappointed and 
dissatisfied.
“Auditing is professional service. It can 
not be satisfactorily engaged on the basis of 
competitive bidding and award to the lowest 
bidder. Like legal, surgical or other profes­
sional work, its quality depends on the learn­
ing and skill of the individual. Such service 
can be satisfactorily procured only on the 
basis of ability to perform the work desired.
“The most satisfactory method of engag­
ing an auditor is for the public body to se­
lect on the basis of inquiry, by committee or 
otherwise, a firm of accountants or an indi­
vidual accountant believed to be the best 
qualified for the work and in a position to 
render the most satisfactory service. This 
firm or person should then be called in and 
an understanding reached as to the scope, the 
basis of charge and the approximate cost of 
the audit. The financial basis of the ar­
rangement should be at a fixed rate per diem 
When the law, the provisions of a charter, 
or similar governing codes require that limits 
be imposed upon the expenditures, and when 
the nature of the work to be performed will 
permit reasonably accurate estimate of vol­
ume of work to be performed, a total maxi­
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mum charge for the work undertaken may be 
agreed upon, not to be exceeded without fur­
ther authorization.”
A  PLAN FOR SELECTION 
OF AUDITORS
A member of the Institute recently 
proposed that the city charter of Santa 
Monica, California, be amended to in­
clude provisions for an annual audit of 
the accounts of the city by an independ­
ent certified public accountant selected 
on the recommendation of impartial 
civic and professional organizations of 
the community.
Following is the text of the provision 
which was suggested:
“1. The accounts of the city shall be exam­
ined annually by an independent certified 
public accountant holding an unrevoked cer­
tificate issued by the California state board 
of accountancy.
“2. The said certified public accountant 
shall be of good moral character and repu­
tation, at least 35 years of age, of mature 
judgment, and experienced and trained in 
municipal accounting and having the re­
quired knowledge of the laws appertaining.
“3. The said certified public accountant 
shall be appointed by the city council from 
a list of three names recommended by a com­
mittee consisting of
(a) the president of the chamber of com­
merce of Santa Monica
(b) the president of the realty board of
Santa Monica
<c) the chairman of the Santa Monica
clearing house association
(d) the president of the Santa Monica
Bar Association, and
(e) the mayor of the city of Santa Monica 
If any of the organizations performing the 
services indicated by the foregoing names 
have in fact names different from those 
stated herein, then this subsection shall be 
deemed to apply to the organizations in­
tended under their correct names.
“4. The said certified public accountant 
shall be independent of any connections 
which, in the opinion of the committee se­
lecting the three qualified accountants as 
aforesaid, might tend to influence the judg­
ment of the said certified public accountant.”
CO-OPERATION WITH TAXPAYERS 
ASSOCIATION
The manner in which a state society of 
certified public accountants can cooper­
ate with a state taxpayers association in 
the improvement of municipal account­
ing is indicated in the following quota­
tion from the recent annual report of 
Roscoe C. Clark, of Memphis, as presi­
dent of the Tennessee Society of Certi­
fied Public Accountants:
“The Tennessee Taxpayers Association — 
This association, which was organized about 
four years ago, has for its objective, econo­
my and efficiency in the operations of our 
state and local government. The last annual 
report, adopted by the association’s executive 
committee recites its achievements and an­
nounces its objectives for the future. They 
are numerous and all are meritorious. The 
one objective which possibly affects the 
members of our society more than any other, 
requires the enactment of a law establishing 
a uniform system of accounting for county 
and town governments in this state and an 
audit, at least annually, of the accounts of 
government officials, to be conducted by com­
petent certified public accountants. If such 
a law could be passed and enforced, it would 
be the means of saving thousands of dollars 
annually to the taxpayers through the dis­
closure or prevention of shortages.
“If the Tennessee Taxpayers Association 
accomplished only that one of its many ob­
jectives and no more, its years of effort 
would have been well worth while. The as­
sociation is deserving of our support in its 
efforts to bring about a better condition in 
the governmental affairs of our state. If 
such a law is passed, it would seem that in 
all fairness, the certified public accountants 
of this state, having met the requirements 
of the state and been licensed to practise 
should at least be given an opportunity to 
participate in the work. New Jersey goes 
even farther than that and provides that the 
work of auditing the accounts of municipali­
ties and counties in that state ‘shall be done 
only by auditors or accountants who hold an 
uncancelled registration license as municipal 
accountant for New Jersey issued by the 
New Jersey state board of public account­
ants.’ ”
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COMMENTS ON RESTRICTIVE 
LEGISLATION
The report of Harry B. Mills, retiring 
president of the California State Society 
of Certified Public Accountants, pre­
sented at the annual meeting of the so­
ciety on June 12th, contains discussion 
of the various types of legislation which 
have been enacted or proposed as a 
means of regulating the practice of pub­
lic accounting. Mr. Mills’ remarks on 
this subject were as follows:
“The state law, by which we are given the 
legal and exclusive right to use the title, 
“certified public accountant,” is naturally 
of great importance to all of us. Generally 
speaking, however, we should not look to 
laws of any kind to elevate our membership 
to professional standing, to positions of 
power and affluence, or to positions of fame 
and renown. Laws governing professions 
must be viewed from the point of view of 
protection to the public, rather than protec­
tion to the practitioner. As a group, we 
must look to other means of elevating our­
selves to the professional standing and place 
in the business community that we desire. I  
am of the opinion that the type of law that 
is being generally adopted as a means of con­
trol of the legal profession is also adaptable 
to accountancy and is a distinct improvement 
over our present law. I  do not think that 
such a law need, at the outset, undertake to 
restrict the practice of accountancy to those 
licensed; it could be made applicable merely 
to those entitled to practise as certified pub­
lic accountants, leaving the question of clos­
ing the profession for further consideration.
“Whether or not we should undertake to 
secure the enactment of any modification in 
our present law depends not only upon the 
desirability of the proposed changes, but 
also upon the probability of our being able 
to secure their enactment. W e must remem­
ber, in this connection, that we do not con­
trol the state legislature, and that there is 
always the possibility that the best of legis­
lation may be so changed and modified that 
its enactment would be injurious to the gen­
eral public and to our profession.
“Without attempting to decide upon the 
advisability of closing the profession, I  am 
of the opinion that to attempt to do so at 
the present is fraught with many serious and 
real dangers. So long as there is active op­
position, within our own membership, to any 
legislation officially sponsored by our state 
society, our chances of securing its enact­
ment without serious modification is ex­
tremely limited. Furthermore, accountancy 
is a new profession and the scope of practice 
has not yet been determined. Until and un­
less this is done, in a general way at least, 
there seems to me to be serious and grave 
danger that closing the profession would re­
strict practice to auditing, rather than ac­
counting in the broader sense.”
NEW YORK MANAGEMENT COUNCIL
A  meeting for discussion of the topic 
“ Business management today”  was held 
at New York on October 6th under the 
auspices of the New York Management 
Council. The meeting was conducted by 
the Society for the Advancement of Man­
agement.
Walter D. Fuller, president of Curtis 
Publishing Company, was the principal 
speaker. Walter K. Porzer, president of 
the New York chapter of the Society for 
the Advancement of Management, pre­
sided.
The American Institute of Account­
ants is among the organizations partici­
pating in the work of the council. The 
purpose of the council is to arrange joint 
meetings which the members of the par­
ticipating groups may attend, in an ef­
fort to avoid unnecessary duplication of 
meetings and to attract prominent speak­
ers by the promise of large audiences. 
Members of the Institute in the city of 
New York are entitled, as members of a 
participating organization, to attend all 
meetings under the auspices of the Man­
agement Council. A  small fee is charged 
for admission to each meeting.
Institute members in New York who 
desire to receive notices of the meetings 
but have not yet received any communi­
cation from the council should notify the 
secretary of the Institute.
The following outline of meetings for 
the 1936-37 season has been announced:
November 12, 1936 
A m erican  Society of  M ech anical  
E ngineers
Subject— “Men, management and the fu­
ture.”
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Speaker—F. Alexander Magoun, associate 
professor of humanics, Massachu­
setts Institute of Technology.
December 8, 1936 
A m e r ic a n  M a r k e t in g  S oc iet y  
Subject—“Discovering and developing mar­
kets.”
Speaker—Frank R. Coutant, director of re­
search, Jedlar & Ryan, Inc.; presi­
dent, American Marketing Society.
January 7, 1937 
N a t io n a l  Of f ic e  M a n a g e m e n t  S oc iety  
L if e  O f f ic e  M a n a g e m e n t  A sso c ia t io n  
Subject—“The office in business and indus­
trial management.”
Speaker—Harry Arthur Hopf, president, 
Hopf, Kent, Willard & Company; 
deputy president, International 
Committee on Scientific Manage­
ment.
February 9, 1937 
E co n o m et r ic  S oc iety  
Subject—“Expected contribution of econo­
mic theory and measurement to 
management.”
Speaker—Dr. Charles F. Roos, director of 
research, Cowles Commission of 
Research in Economics.
March 9, 1937 
N a t io n a l  F e d e r a t io n  of  S a l e s  E x e c u t iv e s  
Subject— “ T h e h u m a n  s id e  o f  b u s in e s s .” 
Speaker— S a u n d e r s  N o r v e ll, I n g e r so ll  & 
N o r v e ll, In c .;  ch a irm a n  o f  th e  
b o a rd , N a t io n a l F e d e r a tio n  o f  
S a le s  E x e c u tiv e s .
March 23-26, 1937 
A. M. A. packaging and shipping conference 
A. M. A. packaging and shipping conference 
and exposition.
(Members of participating socie­
ties are invited to attend this con­
ference and exposition at mem­
bers’ rate of admission.)
A pril 6, 1937 
N e w  Y ork  S o c iet y  of  A r c h it e c t s  
Subject—“Layout for income.”
Speaker—John T. Briggs, architect; secre­
tary, New York Society of Archi­
tects.
May 4> 1937 
P e r s o n n e l  R e s e a r c h  F e d e r a t io n  
Subject—“Profit sharing.”
Speaker—To be announced.
ACCOUNTANTS AND TAX 
LEGISLATION
Commenting upon the part which cer­
tified public accountants took in discus­
sion of the 1936 federal revenue bill, 
Julius E. Flink, president of the New 
Jersey Society of Certified Public Ac­
countants, cites this as marking, in a 
sense, the emergence of the certified pub­
lic accountant from the limited field of 
application and interpretation of tax 
law to the more constructive and creat­
ive task of advising in the preparation 
and enactment of legislation.
In the October issue of the Certified 
Public Accountant Bulletin, published 
by the New Jersey society, he says that 
there is comfort to be derived from the 
knowledge that the profession speaks 
with courage and forth-rightness. He 
continues:
“It is probably safe to say that, in these 
days, the average practising accountant is 
called upon to answer questions in reference 
to taxes—federal, state, municipal and cor­
porate tax matters—more frequently than in 
connection with any other subject. Certified 
public accountants are recognized as the 
qualified experts in matters of this kind. The 
challenge which comes to us almost annu­
ally to apply, on behalf of clients, new legis­
lation and regulations is being met with 
higher and more extensive self-education. 
Because of the many new spheres that are 
opening up for specially trained accountants, 
it is timely to consider the proposal of train­
ing accountants intensively in the field of tax­
ation. Accountants, I anticipate, would wel­
come any development of such a program___
“One of the prime reasons for the deep 
resentment by a disgruntled, tax-conscious 
public is the hasty enactment of federal, state 
and municipal tax laws without mature and 
deliberate consideration of their effects.
“It is such considerations as these that 
have provoked keen and intelligent discus­
sion by an enlightened and better-informed 
profession. The unusual opportunities for 
the accountant in the field of taxation should 
lead to further study and research. The 
trend in our whole scheme of taxation calls 
for clear and objective thinking. The knowl­
edge and cumulative experience of the ac­
countant should be utilized.”
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NEW FORM ADOPTED BY SEC
The securities and exchange commis­
sion, on September 28th, announced the 
adoption of a form (form 22), for regis­
tering, under the securities exchange act 
of 1934, securities of issuers reorgan­
ized in insolvency proceedings or suc­
ceeding to a person in insolvency pro­
ceedings.
The new form may be used by issuers 
who, pursuant to a plan, have been or 
are being reorganized in insolvency pro­
ceedings or, pursuant to a plan, have 
acquired or are to acquire all of their 
business and assets, other than cash, 
from a person in insolvency proceedings. 
It may be used also where a subsidiary 
of the insolvent is the successor com­
pany. It may not be used after the ex­
piration of a full fiscal year of the issuer 
beginning on or after the date on which 
the transfer or opening of accounts was 
made. After that date form 10 or form
11 must be used if, except for the insolv­
ency proceedings, the issuer would have 
been entitled to use one of those forms. 
Standard requirements common to other 
forms have been altered in some respects 
to meet the situations covered by form 
22.
There must be furnished a certified 
balance-sheet of the registrant “ as of the 
status existing” after the date as of 
which the transfer or opening of ac­
counts is made, and a balance-sheet of 
the registrant or its insolvent predeces­
sor, “ as of the status existing before that 
date."  The latter balance-sheet need not 
be certified.
These balance-sheets need not be filed 
until the 90th day after the transfer or 
opening of accounts if the application be 
accompanied by a certified balance-sheet 
of the registrant, which may be based 
upon that of an insolvent predecessor, as 
of a date “ reasonably close to the date of 
filing,” adjusted to give effect to the 
plan, and a balance-sheet of the regis­
trant, or its insolvent predecessor, “ as of 
the status before giving effect to the 
plan.” The latter balance-sheet need 
not be certified.
There must also be furnished certified 
profit-and-loss statements for the fiscal 
year preceding the date of the balance-
sheet and for the period between the 
close of the fiscal year and the date of 
the balance-sheet. Any material changes 
in these profit-and-loss statements which 
would have been effected by the plan 
must be shown by footnote or otherwise.
If the registrant is not to acquire or 
retain substantially all of the assets of 
the person in insolvency proceedings, 
neither profit-and-loss statements nor 
balance-sheet “ as of the status before 
giving effect to the plan” need be fur­
nished.
Consolidated statements need not be 
filed but may be filed if the registrant 
desires to do so. Certified financial state­
ments for the most recent fiscal year 
must be furnished for all significant ma­
jority-owned subsidiaries not included in 
consolidated statements, other than sub­
sidiaries in insolvency proceedings which 
are not being reorganized pursuant to a 
plan.
M u n i c i p a l  A u d i t  P r o c e d u r e  
The Institute has learned that the in­
dependent audit of the accounts of the 
city of Ashland, Oregon, recently com­
pleted, was conducted in accordance with 
the procedure set forth in A  Tentative 
Outline of a Detailed Municipal Audit, 
publication of the National Committee 
on Municipal Accounting. The account­
ant who prepared this audit has sug­
gested “ that cities makes it mandatory 
that the audit programs follow closely 
the tentative outline of the national com­
mittee. This will make for more modern, 
more thorough and more uniform re­
ports."
Questions a n d  Answers 
The Michigan Association of Certified 
Public Accountants has announced 
through its bulletin, The Worksheet, that 
it will conduct a question and answer de­
partment for the benefit of members who 
wish advice on technical accounting 
problems. The questions, when submit­
ted to the secretary, will be forwarded, 
with names deleted, to other members for 
answer. The replies, with names de­
leted, will be transmitted to the original 
inquirer. Questions and answers of gen­
eral interest will be published in The 
Worksheet.
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CONTINUOUS AUDITS
In a recent issue of Credit and Finan­
cial Management, Charles E. Fernald, 
certified public accountant, of Philadel­
phia, outlined the advantages of contin­
uous audits. Following are excerpts 
from Mr. Fernald’s article:
“It is a system under which an audit, in­
stead of being rushed to completion once a 
year, is continually in the course of prepara­
tion on a month-by-month basis. Periodic­
ally the firm has a professionally prepared 
statement of its financial condition with a 
detailed analysis of certain accounts. At the 
end of the year, after a final check has been 
made, the annual financial statement is 
ready.
“The continuous audit also provides in­
professional check on operations. It is ad­
mitted that it is a great deal easier and less 
expensive to keep a concern out of financial 
difficulty than to get it out after it is in 
trouble. That is a business axiom. And that 
is one of the principal functions of the con­
tinuous audit— to help keep the company out 
of serious difficulty by pointing out unfavor­
able trends and weaknesses as soon as they 
appear.
“Such audits make continually available 
an expert outside viewpoint on operating, 
accounting and financial methods. Because 
a year-end audit is usually made under pres­
sure, due to the management’s eagerness to 
get the figures and statements as quickly as 
possible, little opportunity is given for a 
careful survey of the accounting system and 
the method of operation. The continuous 
audit, on the other hand, month by month 
contributes specialized knowledge and infor­
mation on various important phases of busi­
ness management and points the way to cor­
rection of situations before they become ag­
gravated. . . .
“The continuous audit also provides in­
formed financial counsel. This is another 
advantage of this modem accounting prac­
tice— and an important one— for its adop­
tion makes the trained accountant a valuable 
associate in your business. So broad is the 
auditor’s experience, acquired through a close 
study of many different businesses, that after 
a few calls he understands your business 
and your financial problems thoroughly. 
Thus he, and members of his firm who 
closely follow his work, become to all intents
and purposes members of your own organi­
zation.
“They are always available for consulta­
tion and advice regarding questions that 
arise in any business from time to time. . . .
“It will be readily understood that the 
continuous audit system speeds completion 
of the annual statement because many ac­
counts have already been analyzed and veri­
fied. To companies wishing to prepare bud­
get and make their plans for the next year 
at the earliest possible date, and desiring to 
base both on the actual figures of the past 
year’s operation, this will appeal as a dis­
tinct advantage.
“The continuous audit is also a real bene­
fit to concerns using it in the preparation of 
tax returns. Taxes have become a year- 
round problem— one that is growing ever 
more complicated and difficult. Income, sales, 
personal property, mercantile, capital stock, 
corporate loans, bonus, gross receipts— these 
and other taxes, both state and federal, give 
rise to frequent questions in connection with 
accounting which often can be answered only 
by an expert. . . .
“Throughout the year, through continuous 
audits, statements are always available for 
securing and maintaining credit, because the 
accounting and auditing work is always up- 
to-date. Proper relationship between costs, 
sales, inventory  and turnover is intelligently 
maintained and stricter budget control is pro­
vided. Expansion is kept within the limits 
of the company’s financial capacity. Condi­
tions of waste, laxity, even dishonesty, are 
detected and may be acted upon before they 
involve much loss.
“And all these benefits are available 
through a continuous accounting service, at 
a cost that can not be considered at all ex­
cessive in relation to its many advantages. 
Every member of every business firm whose 
work involves the financial side of the busi­
ness operation should make himself ac­
quainted with the possibilities of continuous
audits.” -------------------
S p e a k e r s  B u r e a u  
The directors of the North Carolina 
Association of Certified Public Account­
ants have planned to set up a speaker’s 
bureau to provide from among the mem­
bership of the association speakers pre­
pared to address civic clubs and other 
such organizations.
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STATE ACCOUNTANCY BOARD 
AMENDS RULES
A  new rule providing for recognition 
of certified public accountant certificates 
issued by other states is included in the 
amended rules and regulations of the 
West Virginia board of certified public 
accountants, recently made public.
R e c ip r o c it y
It is provided that written examina­
tion may, at the discretion of the board, 
be waived and certificates issued to per­
sons residing in or maintaining an office 
for the practice of public accounting in 
West Virginia who hold valid certifi­
cates as certified public accountants is­
sued by authority of another state using 
the examinations of the American In­
stitute of Accountants or examinations 
of a “ similar high standard” .
E x p e r ie n c e
Another amendment increased from 
one to two years the experience which 
candidates for certificates must have had 
in the office of a certified public account­
ant.
Prior to the amendment the rules pro­
vided that a candidate have at least three 
years experience, at least one year of 
which must have been in the employ of, 
or in association with, a certified public 
accountant or an accredited accounting 
firm.
The experience required under the 
new rule is as follows:
a. Three years of public accounting ex­
perience, two years of which must 
have been in the office of a certified 
public accountant, or
b. Three and one-half years of public 
accounting experience, one year of 
which must have been in the office 
of a certified public accountant, or
c. At the discretion of the board, five 
years of experience in actual public 
accounting work, not in the office of 
a certified public accountant, or
d. Three years of continuous employ­
ment as field examiner under a reve­
nue agent-in-charge of the income tax 
bureau of the treasury department 
of the United States, together with 
a rating of grade 11 or better in the 
department.
The rules have been further amended 
to provide that candidates without the 
required experience will be permitted to 
take the examination, issuance of the 
certificate being deferred until the suc­
cessful candidate has satisfied the ex­
perience requirements.
Under the amended rules candidates 
who receive passing grades in two of 
the three subjects, auditing, accounting 
theory and practice and commercial law, 
will receive credit for the examination 
which he has passed only if he passes in 
the third subject within four subsequent 
examinations. Should the candidate fail 
to pass the remaining subject within the 
prescribed time limit he shall be required 
to make a new application, pay an addi­
tional fee, and be examined without ref­
erence to or credit for grades previously 
received. The rules, before they were 
amended, provided simply that a can­
didate passing only one subject might 
be examined in the other subject at sub­
sequent examinations.
O c c u p a t io n a l  T a x
It was recommended in a resolution 
passed at a recent meeting of the Atlanta 
chapter, Georgia Society of Certified 
Public Accountants, that the society’s 
board of trustees take action toward 
making a test case to determine the in­
tent of a state law levying an occupa­
tional tax on certified public accountants. 
The following comment is quoted from 
the September issue of the Bulletin of 
the Georgia society.
“It would appear that this tax will be 
assessed on those certified public account­
ants who are registered at the state capitol 
and who have not turned in or paid this tax. 
It will be assessed not only on those prac­
tising the profession on their own account, 
but also on all staff members who are cer­
tified and on all certified public accountants 
who are employed by private firms or cor­
porations.
“It is the contention of accountants that 
such is not the intent of the law. Hence, the 
resolution passed by the Atlanta chapter at 
its last meeting. This is a matter that has 
been up in the air for some time past, and 
it appears that the only method of getting 
any real settlement one way or the other is 
to proceed with test cases.”
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MEETINGS AND ELECTIONS
Kansas Society of Certified Public Ac­
countants
Date: September 11, 1936, annual meeting. 
Place: Topeka.
Elections: President— L. Irvin Morgan, of 
Wichita.
Vice-president— Cliff C. Stevenson of 
Pittsburg.
Secretary-treasurer— N. J. Kennedy, of 
Salina.
Directors— Stanley Spurrier, of Wichita, 
and J. D. M. Crockett, of Kansas City.
Society of Louisiana Certified Public Ac­
countants
Date: August 13, 1936, annual meeting. 
Elections: President— Frank Youngman, of 
New Orleans.
Vice-president— E. S. Rittler, of New 
Orleans.
Secretary— George A. Treadwell, of 
New Orleans.
Treasurer— Lucien J. Moret, of New 
Orleans.
Maryland Association of Certified Public 
Accountants
Date: September 8, 1936.
Place: Baltimore.
Speaker: A. B. Hossack, of the American 
Appraisal Company, “Accounting for 
fixed assets and depreciation.”
Date: October 13, 1936.
Place: Baltimore.
Speaker: C. W . Smith, chief auditor, federal 
power commission, “Reacquired securi­
ties.”
Massachusetts Society of Certified Public 
Accountants
Date: September 28, 1936.
Place: Boston.
Speaker: Oscar W . Haussermann, “Adjust­
ing capital stock and surplus.’ '
Michigan Association of Certified Public 
Accountants
Date: September 10, 1936.
Place: Detroit.
Speaker: Raymond Berry, “The revenue act 
of 1936.”
Western Michigan Chapter
Date: September 17, 1936.
Place: Grand Rapids.
Speakers: Dr. Frederick Zuchhoff, certified
public accountant and attorney, “Un­
authorized practice of law from the 
lawyer’s standpoint.”
A. J. VanKeppel, “The natural business 
year.”
Minnesota Society of Certified Public Ac­
countants
Date: September 29, 1936.
Place: Minneapolis.
Speaker: Oscar C. Strand, “The revenue act 
of 1936.”
New Jersey Society of Certified Public Ac­
countants
Date: September 12, 1936.
Place: Asbury Park.
Speakers: Franklin E. Lott, assistant trust 
officer of the Fidelity Union Trust Com­
pany, Newark, “Federal tax agent as 
applied to trusts and estates.”  Robert 
Ash, Washington attorney for Prentice- 
Hall, Inc., “Procedural steps in a tax 
case before the United States board of 
tax appeals, the circuit court of appeals 
and the supreme court of the United 
States.”
Joseph J. Klein, “Liquidations under 
the revenue act of 1936.”
New York State Society of Certified Public 
Accountants
Date: September 21, 1936.
Place: New York.
Speakers: Edwin H. Green, attorney, “Legal 
aspects of the revenue act of 1936.” 
Henry B. Fernald, “Accounting aspects 
of the revenue act of 1936.”
Date: September 24, 1936, annual outing. 
Place: Tarrytown-on-Hudson.
North Carolina Association of Certified 
Public Accountants 
Date: September 19, 1936.
Place: Charlotte.
Speakers: O. M. Hutchinson, of Charlotte, 
“Windfall taxes.”
Leslie A. Heath, of Charlotte, “A.A. A. 
Refund. ”
Louis A. Searson, of Columbia, “Pro­
miscuous auditing of public accounts.” 
Frank P. Buck and Thomas P. Zum­
Brunnen, of Salisbury, “The 1936 
revenue act.”
William E. Stevens, of Lenoir, “The
22
Bulletin o f American Institu te o f Accountants
federal social security act.”
George H. Emery, of Statesville, “South 
Carolina payroll taxes.”
Ohio Society of Certified Public Account­
ants
Date: October 1-3, 1936, annual meeting. 
Place: Cleveland.
Speakers: Charles H. Kellstadt, address of 
welcome.
Hermann C. Miller, response to address 
of welcome.
Carman G. Blough, chief accountant of 
the securities and exchange commission, 
“The relationship of the securities and 
exchange commission to the accountant." 
John L. Carey, secretary of the Amer­
ican Institute of Accountants, “Rela­
tions of certified public accountants with 
the public.”
D. S. Hunter, “The Robinson-Patman 
law.”
Arnold R. Barr, “The revenue act of 
1936.”
W. W. Dawson, “Application of prin­
ciples of cost accounting in labor arbi­
tration cases.”
T. J. Dolan, “Valuation of tangible 
personal property for taxation.”  
Elections: President—Vernon J. Moore, of 
Lakewood.
Vice-president—Homer L. Dalton, of 
Toledo.
Secretary and treasurer—Harry W. 
Cuthbertson, of Dayton.
Directors—Mr. Moore, Mr. Dalton, Mr. 
Cuthbertson, Leonard Park, Berl G. 
Graham, Jacob B. Taylor and T. J. 
Dolan.
Oregon State Society of Certified Public 
Accountants
Date: September 16, 1936.
Place: Portland.
Speaker: Charles E. McCulloch, “The rev­
enue act of 1936.”
Date: October 14, 1936.
Place: Portland.
Speaker: D. T. Nelson, “Accounting Ma­
chines.”
Pennsylvania Institute of Certified Public
Accountants
Philadelphia Chapter
Date: September 16, 1936.
Speaker: George K. McCabe, head of the 
department of economics at Catholic 
University, Washington, “The value of 
corporate reserves.”
Tennessee Society of Certified Public Ac­
countants
Chattanooga Chapter
Date: September 8, 1936.
Speaker: Fred Williams, “The revenue act 
of 1936.”
Date: October 13, 1936.
Speaker: Clifford D. Buffon, “Legality of 
dividends for purpose of undistributed 
profits tax under 1936 federal revenue 
act.”
Texas Society of Certified Public Ac­
countants 
Houston Chapter
Date: October 8, 1936.
Speakers: N. O. Richardson, of Beaumont, 
“Professional ethics.”
C. F. Milledge, of Houston, “The annual 
meetings of the American Institute of 
Accountants and the American Society 
of Certified Public Accountants.”
Date: October 21, 1936, annual meeting. 
Place: Dallas.
Elections: President—H. T. Nelson, of Dal­
las.
Vice-president—T. W. Mohle, of Hous­
ton.
Secretary-treasurer — C. F. Milledge, of 
Houston.
Directors — J. C. Harris, of Dallas; 
Walter C. Burer, of Houston; Clifton 
Morris, of Fort Worth; C. H. Sparen- 
burg, of Austin; Leon O. Lewis, of San 
Antonio; H. V. Robertson, of Amarillo, 
and P. W. Pogson, of El Paso.
Virginia Society of Public Accountants 
Date: September 12, 1936, annual meeting. 
Place: Richmond.
Elections: President—Hugh L. Dickerson, of 
Richmond.
Vice-president—Emmett P. Dallas, of 
Norfolk.
Secretary-treasurer — Robert L. Per­
singer, of Covington.
Directors — Wythe D. Anderson, of 
Richmond; S. B. Hoover, of Harrison­
burg; J. A. D. Parrish, of Norfolk; and 
J. A. Rennie, of Richmond.
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ANNOUNCEMENTS
Frederick C. Albershardt announces the 
opening of an office at 300 Insurance build­
ing, Indianapolis.
Perrin L. Babcock, Wendell N. Butler and 
Raymond F. Murphy announce the forma­
tion of Babcock, Butler & Murphy, with of­
fices in the Hills building, Syracuse, to con­
tinue the practice formerly conducted by Mr. 
Babcock.
Boyden, Yardley & Guay announce the 
removal of their offices to 10 State street, 
Boston.
J . Andrew Crafts, formerly of Crafts & 
Volk, and Wilmer D. Zirkle, formerly of 
Block & Zirkle, announce the formation of a 
partnership under the firm name of Crafts & 
Zirkle, with offices at 52 William street, New 
York.
Goldenberg, Rosenthal Company announce 
the removal of their offices to suite 1040-47, 
Philadelphia Saving Fund building, 12 South 
12th street, Philadelphia.
Harry A. Hathaway announces the change 
of his office address from 1960 National Bank 
Building to 712 Griswold building, Detroit.
A. Himmelblau announces the dissolution 
of Arnold Himmelblau & Co. and the forma­
tion of A. Himmelblau & Co. with offices at 
110 South Dearborn street, Chicago.
H. S. Miller, Allan Muddiman and W. J. 
Davis announce the formation of Miller, 
Muddiman & Davis, with offices in the First 
National Bank building, Birmingham.
U. A. Morton and E. W. Gottenstrater an­
nounce the formation of Morton & Gotten­
strater, with offices at 745-747 Hurt building, 
Atlanta.
Benjamin C. Rhodes announces the open­
ing of an office at 10 Second street, Troy, 
New York.
Thomas A. Romano announces the open­
ing of an office at 109 Paul building, Utica.
E. C. Boye, of Kansas City, addressed the 
members of the Missouri Bankers Associa­
tion at eight group meetings recently on the 
subject, “Precautions against unnecessary in­
come taxes.”
Eric A. Camman, of New York, spoke on 
“Sales costing requirements and opportuni­
ties under the Robinson-Patman act,” at a 
meeting held on September 29th under the 
auspices of Trade Association Executives in 
New York City.
Frank S. Glendening, of Philadelphia, has 
accepted a position on the faculty of Phila­
delphia chapter No. 91 of the American 
Savings and Loan Institute. Mr. Glendening 
is conducting a class in accounting for build­
ing and loan associations.
U. S. Greene, of Binghamton, is the author 
of an article entitled, “Analysis of new pro­
visions of federal revenue act of 1936,” 
which appeared in the September issue of 
The Controller. Mr. Greene is also the au­
thor of “Tax-saving possibilities under fed­
eral revenue act of 1936,” which appeared in 
Book Binding and Book Production for Sep­
tember.
I. B. McGladrey, of Cedar Rapids, has 
been appointed chairman of the accountants 
committee of the Republican National Com­
mittee.
William Sherratt, of Philadelphia, has 
been elected to the Glenolden, Pennsylvania, 
school board.
Frank M. Speakman, of Philadelphia, has 
been appointed to the board of trustees of 
Eastern State Penitentiary, Pennsylvania.
Ernest S. Woolley, of New York, is the 
author of articles appearing in the May, 
July, August and October issues of Banking 
entitled respectively, “Mortgage data rec­
ords,” “Keeping in step with the bond 
market,” “Essentials of internal audit” and 
“The value of trends in credit analysis.” Mr. 
Woolley addressed members of the Franklin- 
Hampshire Clearing House Association at 
Greenfield, Massachusetts, on October 6th.
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AMERICAN INSTITUTE OF ACCOUNTANTS
ONE NATIONAL ORGANIZATION
As this Bulletin goes to press, mail 
ballots on amendments to the by-laws 
have been returned in sufficient quantity 
to indicate an unquestionable majority 
in favor of admission to the Institute of 
members of the American Society in 
good standing as of August 31, 1936. 
The negative vote is negligible, and it is 
expected that in a few days this amend­
ment to the by-law will be declared 
effective, thus completing the merger of 
the two national organizations.
The American Society had already 
adopted a by-law through which, upon 
admission of the Society members to the 
Institute, the Society would become in­
active and remain under the complete 
control of the Institute, leaving only one 
active national organization.
P roposed  C h a n g e s  i n  Org an izatio n
Important proposals for further 
changes in the organization of the In­
stitute will soon be submitted to all the 
members for a vote by mail ballot:— (a) 
to change the name of the organization 
to American Institute of Certified Pub­
lic Accountants, and (b) to change 
method of nominating and electing 
members of council.
It had been agreed, as a condition of 
the merger, that these questions should 
be submitted after the merger for a vote 
of all the members by mail, and at the 
annual meeting at Dallas steps were 
taken to carry out the agreement.
C h a n g e  o f  N a m e
The council requested the members as­
sembled in annual meeting to approve, 
and the members did approve, for sub­
mission for a mail vote, the following 
proposed amendment regarding the 
change of name, with the distinct un­
derstanding that each member would be 
free to vote as he wished in the mail 
ballot itself:
“Amend article I by changing the first 
sentence of section 1 to read as follows: 
‘The name of this organization shall be the 
American Institute of Certified Public Ac­
countants.’ ”
M et h o d  o f  E l e c t io n  o f  C o u n c il
One of the most widely discussed 
points in all the merger negotiations has 
been the method of nominating and 
electing the governing body of the na­
tional organization. This matter has been 
referred to for the sake of convenience, 
though perhaps not with complete 
accuracy, as “ regional representation.”  
While a good many general suggestions 
had been made, prior to the annual 
meeting, as to the manner in which the 
governing body should be chosen, few 
specific plans had been submitted. Some 
time before the annual meeting, Robert 
H. Montgomery, president of the Insti­
tute, suggested that the chairman of the 
Advisory Council of State Society 
Presidents appoint a committee to at­
tempt to draft proposals which would 
reflect the general sentiment of the state 
societies. Such a committee was ap­
pointed about a month before the Dallas 
meeting. It tested sentiment among the 
state society presidents by correspon­
dence and endeavored, also by correspon­
dence, to reconcile the views of the 
committee members themselves. Since 
they were widely separated geographic­
ally, it proved impracticable to agree 
upon a report prior to the Dallas meet­
ing.
At that meeting, the members of the 
committee met in several extended ses­
sions and eventually submitted a report, 
which was unanimously adopted by the 
Advisory Council, providing a plan for 
election of the governing body of the 
Institute after the merger.
T h e  A dvisory C o u n c il  P l a n
The recommendations of the Advisory 
Council committee are as follows:
“ (1) That until the annual meeting 
of 1937 the present council, including 
those to be elected at the 1936 annual 
meeting, shall continue.
“  (2) That prior to the annual meet­
ing of 1937, forty additional council 
members are to be elected by districts, 
of whom 10 shall be elected for one year, 
10 for two years, 10 for three years, and
10 for four years, and that in each suc­
ceeding year ten shall be elected for
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terms of four years. The holding of a 
certificate as a certified public account­
ant for a period of ten years shall be a 
prerequisite of eligibility for election of 
members of the council to be elected by 
districts.
“ (3) That at the annual meeting of 
1937, and until and including the annual 
meeting of 1939, the council shall con­
sist of those members of the present 
council whose terms have not expired, 
and the forty members to be elected by 
districts.
" (4) At the annual meeting of 1939, 
twelve members of the council shall be 
elected at large, of whom 3 shall be 
elected for one year, 3 for two years, 3 
for three years, and 3 for four years; 
and that at each annual meeting there­
after three shall be elected for a term 
of four years.
“ (5) That for the purpose of elect­
ing the 40 council members to be selected 
and elected by districts, the United 
States and its possessions shall be di­
vided into districts in such manner as 
the council shall provide, except that 
there shall be no less than 12 districts, 
and that the number to be elected from 
each district shall be proportionate to 
the number of members in such district, 
so weighted that no district shall have 
more than six members upon the council 
at any time, and that the manner of 
selection and election of the members to 
be elected within any district shall be 
optional with the members within that 
district.
“ (6) That the members to be elected 
from the membership at large shall be 
nominated by the nominating committee 
of the Institute and otherwise as now 
provided by the by-laws, and shall be 
elected at the annual meeting.
“ (7) That at any time that the 
membership exceeds 5,000, the number 
of the members of the council, to be 
selected and elected by districts shall be 
increased by two for each 500 that the 
total membership exceeds 5,000.”
The accompanying report referred to 
the fact that earnest and widely differ­
ent convictions exist among those who 
have given the subject the most exten­
sive study. The report pointed out that, 
under the by-laws of the Institute as 
now constituted, the principle of re­
gional representation is recognized, but 
that a change was desired to give re­
gional districts a free and independent 
hand in the selection and election of 
members of council to represent such 
districts. The committee emphasized the 
need for a national point of view and 
emphasized that regional elections 
should not be indicative of the existence 
of sectional conflicts of interest. As a 
safeguard to insure the preservation of 
the essential unity of the one national 
organization, the committee was unani­
mous in the opinion that a part of the 
council should be selected and elected 
from the membership at large. Speci­
fically, it concluded that the member­
ship of council should be increased to 
fifty-two, of which forty should be 
elected by districts and twelve from the 
membership at large.
T h e  P l a n  o f  t h e  S o c ie t y ’s E x e c u t iv e  
C o m m it t e e
The executive committee of the Amer­
ican Society of Certified Public Account­
ants had earlier presented for considera­
tion a plan providing for nomination 
and election of the entire council by 
districts, by mail ballot of the members 
resident in the respective districts. In 
view of the action of the Advisory 
Council, however, a representative of 
the American Society’s executive com­
mittee made the following statement at 
the general session of the Institute’s an­
nual meeting, October 22nd:
“ Mr. Chairman and Gentlemen: The 
executive committee of the American 
Society had prepared a draft of a sug­
gested amendment which they thought 
embodied the wishes of the accountants 
of the country and members of the In­
stitute. You have heard the report of 
the Advisory Council of State Society 
Presidents, and realizing that that re­
port was unanimously adopted, the 
American Society feels that the report 
and recommendations in the report of 
the Advisory Council of State Society 
Presidents will carry out and will ex­
press more clearly than any other
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amendments the wishes of the account­
ants of the country.
“ We have, therefore, decided not to 
submit the amendment as originally 
drafted by the American Society but to 
submit an amendment which follows ex­
actly the recommendations unanimously 
adopted by the state society presidents’ 
meeting.
“ I  will submit now this amendment, 
which was prepared and submitted to 
Mr. Spencer Gordon, counsel of the In­
stitute, for his legal opinion. It was 
unanimously adopted by the executive 
committee of the American Society and 
is in direct accordance with the provi­
sions of the report read here and adopt­
ed unanimously by the state society 
presidents in their meeting yesterday. 
This is the amendment:
“Amend section 1 of article VII—Council 
and Officers—to read as follows:
“Section 1. The governing body of the 
Institute shall be a council consisting of:
“ (a) Forty members in practice elected by 
districts; the United States and its posses­
sions shall be divided into districts in such 
manner as the council shall, from time to 
time, provide, except that there shall be not 
less than twelve districts and no district 
shall be less than a state in area. There 
shall be elected from each district a number 
to be fixed by the council proportionate to 
the number of members in such district, ex­
cept that not more than six shall be elected 
from any district. Prior to the annual meet­
ing of 1937 forty members shall be elected 
in the manner provided by section 4 of ar­
ticle XI to take office contemporaneously 
with the election of officers at the 1937 meet­
ing. Ten shall be elected to serve for one 
year or until their successors shall have been 
elected, ten for two years or until their suc­
cessors shall have been elected, ten for three 
years or until their successors shall have 
been elected, and ten for four years or until 
their successors shall have been elected; and 
thereafter in each succeeding year ten shall 
be elected for terms of four years or until 
their successors shall have been elected. If 
and when the total membership of the Insti­
tute reaches the number of 5,500 the number 
of members of the council to be elected by 
districts shall be increased to 42, and shall
thereafter be increased by two for each ad­
ditional 500 members of the Institute, in 
which case the additional members so elected 
to the council shall first be given terms of 
such length, in the discretion of the council, 
as will make as nearly as possible one-fourth 
of the terms expire each year. To be eligible 
for election under this subsection a member 
must have been a certified public accountant 
for at least ten years.
“(b) Members in practice elected at large. 
Until the election of officers at the 1939 meet­
ing those members of the present council of 
the Institute whose terms shall not have ex­
pired, including members elected at the 1936 
meeting, shall continue as members of the 
council. At the 1939 meeting twelve mem­
bers shall be elected in the manner provided 
by article XI for the election of members of 
the council at large. Three shall be elected 
for one year or until their successors shall 
have been elected, three for two years or un­
til their successors shall have been elected, 
three for three years or until their successors 
shall have been elected, and three for four 
years or until their successors shall have been 
elected; and thereafter in each succeeding 
year three shall be elected at the annual 
meeting for terms of four years or until 
their successors shall have been elected.
“(c) The following officers of the Institute: 
a president, two vice-presidents (both vice- 
presidents shall not be residents of one state), 
and a treasurer, all of whom shall be mem­
bers in practice and shall be elected at the 
annual meeting for a term of one year or 
until their successors shall have been elected.
“Amend article XI—Nomination and Elec­
tion of Officers and Members of Council—as 
follows:
“Wherever the words ‘members of the 
council’ now appear they shall be amended 
to read ‘members of the council elected at 
large.’
“Further amend article XI by inserting an 
additional section 4 thereof as follows: The 
manner of nomination and election of mem­
bers of the council to be elected from any 
district may be determined and may be 
changed from time to time by a by-law for 
that district in writing—signed by a major­
ity of the members from that district and 
filed with the secretary of the Institute. Un­
til such a by-law has been so filed the meth­
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od of nominations and elections of members 
of the council elected by districts shall be 
as follows: The secretary shall mail to all 
members in each district from which an elec­
tion is to be held nomination ballots at least 
four months prior to the date of the annual 
meeting. Members residing in these districts 
may mail nominations to the secretary, on 
such ballots within thirty days of the issu­
ance of such ballots by the secretary. The 
secretary shall thereafter prepare election 
ballots placing thereon the names of the two 
nominees from each district receiving the 
greatest number of votes in the nominating 
ballot for each place to be filled, and shall 
mail such election ballots to all members in 
each district from which an election is to be 
held at least two months prior to the date 
of the annual meeting. Members may vote 
by returning such election ballots to the sec­
retary within thirty days of their issuance 
by the secretary. The secretary shall count 
the ballots and shall as soon thereafter as 
practicable announce the result of the elec­
tion. The council shall have power to allo­
cate the original terms of 1, 2, 3 and 4 years 
among the districts on as equal a basis as is 
practicable.”
T h e  P l a n  o f  t h e  I n s t i t u t e ’s 
E x e c u t iv e  C o m m it t e e
The executive committee of the Insti­
tute had met and considered the whole 
problem following the meeting of the 
Advisory Council of State Society Presi­
dents on October 20th, and at the gen­
eral session of the Institute’s annual 
meeting on October 22nd it presented 
the following statement:
“ The executive committee is unani­
mously of the opinion that the amend­
ment made at the 1935 meeting ade­
quately provides for regional selection 
and representation on the council, and 
that there is no necessity for further 
amendment of the provisions of the by­
laws with regard to election of members 
of the council, at least until the by-law 
adopted last year has had a fair trial. It 
would be a serious mistake to completely 
change the method of election of mem­
bers of the council and thus embark on 
a plan which for the Institute is untried.
“ However, if a majority of the mem­
bers believe that a method of regional
representation should be introduced 
which will include the division of the 
country into districts and the giving to 
the members of the Institute in such 
districts control over the nomination and 
election of members of council in such 
districts, the executive committee is 
unanimously of the opinion that the fol­
lowing proposed amendment adequately 
accomplishes that result by retaining the 
present system as to one-half of the 
council and dividing the country into 
districts for nomination and election of 
the other half.
“Amend section 1 of article VII—Council 
and Officers—to read as follows:
“Section 1. The governing body of the In­
stitute shall be a council consisting of:
“(a) Thirty-five members in practice elect­
ed by districts: The United States and its 
possessions shall be divided into districts in 
such manner as the council from time to time 
shall provide, except that there shall be not 
less than twelve districts, and no district 
shall be less than a state in area. There 
shall be elected from each district a number 
to be fixed by the council proportionate to 
the number of members in such district, ex­
cept that not more than six shall be elected 
from any district. Prior to the annual 
meeting of 1937 thirty-five members shall be 
elected in the manner provided by section 
4 of article XI, to take office contemporan­
eously with the election of officers at the 
1937 meeting. Seven shall be elected to 
serve for one year or until their successors 
shall have been elected, seven for two years 
or until their successors shall have been 
elected, seven for three years or until their 
successors shall have been elected, seven for 
four years or until their successors shall have 
been elected, and seven for five years or un­
til their successors shall have been elected; 
and thereafter in each succeeding year seven 
shall be elected for terms of five years or 
until their successors shall have been 
elected. To be eligible for election under 
this subsection a member must have been 
a certified public accountant for at least ten 
years.
“(b) Thirty-five members in practice, not 
more than six of whom shall be residents of 
the same state, seven of whom shall be 
elected at each annual meeting for a term
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of five years or until their successors shall 
have been elected.
“ (c) The following officers of the Institute: 
a president, two vice-presidents (both vice- 
presidents shall not be residents of one 
state) and a treasurer, all of whom shall be 
members in practice and shall be elected at 
the annual meeting for a term of one year 
or until their successors shall have been 
elected.
“Amend article XI—Nomination and Elec­
tion of Officers and Members of Council— 
as follows:
“Wherever the words ‘members of the 
council’ now appear they shall be amended 
to read ‘members of the council elected at 
large pursuant to section 1 (b) of article 
VII.’
“Further amend article XI by inserting an 
additional section 4 thereof as follows: The 
manner of nomination and election of mem­
bers of the council to be elected from any 
district pursuant to section 1 (a) of article 
VII may be determined and may be changed 
from time to time by a by-law for that dis­
trict in writing signed by a majority of the 
members from that district and filed with 
the secretary of the Institute. Until such a 
by-law has been so filed the method of nom­
ination and election of members of the coun­
cil elected by districts shall be as follows: 
The secretary shall mail to all members in 
each district from which an election is to be 
held nomination ballots at least four months 
prior to the date of the annual meeting. 
Members residing in these districts may mail 
nominations to the secretary on such ballots 
within thirty days of the issuance of such 
ballots by the secretary. The secretary shall 
thereafter prepare election ballots placing 
thereon the names of the two nominees from 
each district receiving the greatest number of 
votes in the nominating ballot for each va­
cancy, and shall mail such election ballots to 
all members in each district from which an 
election is to be held at least two months 
prior to the date of the annual meeting. 
Members may vote by returning such elec­
tion ballots to the secretary within thirty 
days of their issuance by the secretary. The 
secretary shall count the ballots, and shall 
as soon thereafter as practicable announce 
the result of the election. The council shall 
have power to allocate the original terms of
1, 2, 3, 4 and 5 years among the districts on 
as equal a basis as is practicable.”
This amendment provides that one- 
half of the council be elected by dis­
tricts in accordance with the plan sub­
mitted by the Advisory Council of 
State Society Presidents, and the other 
half in accordance with the plan now 
provided by the existing by-laws of the 
Institute.
T h e  E x is t in g  P l a n
Both the amendments quoted above 
were approved by the annual meeting 
for submission to all the members for a 
vote by mail, in accordance with the 
prior agreement that the members have 
an opportunity to vote on whatever plans 
might be submitted.
Accordingly, the members will be 
faced with three alternatives: first, the 
method now in effect, which will remain 
if neither of the proposed amendments 
is adopted; second, the plan submitted 
by the Institute’s executive committee, 
providing for the election of half the 
members of council by regional districts 
and half by the membership as a whole 
after considering suggestions of the 
nominating committee, as at present; 
and, third, the Advisory Council plan, 
with which the American Society’s rep­
resentatives were in agreement.
The existing method is the result of 
amendments to the by-laws adopted at 
an adjourned session of the 1935 annual 
meeting. There has been time for only 
eight members of the council to be 
elected by this method. It provides that 
the committee on nominations shall de­
termine what states are, in a given year, 
entitled to representation on the council. 
At least four months prior to the annual 
meeting, the committee shall send to all 
the members resident in those states 
questionnaires seeking suggestions as to 
individuals who might be nominated. 
From among these suggestions, the com­
mittee is required to select nominees.
Following are the provisions of article 
XI, section 1, containing the present 
provisions for election of the council:
“ (a) Nominations for officers and mem­
bers of the council shall be made by the 
committee on nominations at least sixty days
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prior to the date of the annual meeting at 
which the elections are to take place. Notice 
of such nominations shall be mailed by the 
secretary to all members at least thirty days 
prior to the annual meeting.
“Before making its nominations the com­
mittee on nominations shall send, at least 
four months prior to the date of the annual 
meeting, to all the members of the Institute 
in those states from which, in the opinion 
of the committee, members should be elected 
to the council in that year, a questionnaire 
requesting the submission within thirty days 
of names of members resident in the state 
concerned for election to the council. 
Nominees for the council shall be selected 
by the committee on nominations from 
among the names submitted in response to 
this request by members of the Institute in 
the states entitled to representation.
“(b) Any ten members of the Institute 
may submit independent nominations, pro­
vided that such nominations be filed with the 
secretary at least twenty days prior to the 
date of the annual meeting. Notice of such 
independent nominations shall be mailed by 
the secretary to all members at least ten days 
prior to the annual meeting.
“(c) Nominations for officers and mem­
bers of council may be made from the floor 
at the time of the annual meeting only by 
the consent of the majority of the members 
present in person.”
N a t u r e  a n d  D u t ie s  o f  t h e  C o u n c il
In view of the wide discussion about 
the method of electing the council, the 
question has arisen several times as to 
what are the duties and powers of this 
body.
The by-laws of the Institute now pro­
vide that the governing body of the or­
ganization shall be a council, composed 
of thirty-five members in practice, 
elected in groups of seven for a term of 
five years each, plus the officers of the 
Institute and all past presidents. Not 
more than six of the elected members of 
the council may be residents of one 
state, and by custom no more than two 
may be members of the same firm.
The council shall exercise all powers 
requisite for the purposes of the Insti­
tute. It elects an executive eommittee 
to administer the affairs of the organi­
zation between meetings of council, but 
the council may not delegate its author­
ity to review the rules and regulations 
of the board of examiners, to discipline 
members, to fill a vacancy in the execu­
tive committee, and to adopt and alter 
a budget.
All committees report fully to the coun­
cil and the adoption or rejection by the 
council of any recommendation is final, 
subject only to the review of the mem­
bership as a whole.
Of particular importance is the coun­
cil’s function as a trial board. In the 
event of complaint against any member, 
on the basis of which the committee on 
professional ethics concludes that a 
prima facie case has been established 
showing violation of the rules of pro­
fessional conduct, the member concerned 
is summoned to appear before the coun­
cil, sitting as a trial board, and the trial 
board has the power to expel, suspend or 
admonish the respondent.
The council elects the committee on 
professional ethics, which is composed 
entirely of members of council, and the 
board of examiners, which need not be 
composed of members of council.
In a word, the council is the policy­
making body and the administrative 
body, with power to discipline members 
and control the finances of the organiza­
tion.
HONORARIUM TO D. W. SPRINGER
As part of the plan of the merger of 
the two national organizations, the coun­
cil of the Institute recommended to the 
annual meeting at Dallas that provision 
be made for the payment of a suitable 
annual honorarium to Durand W. 
Springer, secretary of the American So­
ciety of Certified Public Accountants, 
upon completion of the merger. The 
recommendation was approved and the 
members authorized the execution of a 
contract to that end. The details will 
be included as a part of the proceedings 
of the annual meeting to be published in 
the 1936 Yearbook.
8
Bulletin of American Institute of Accountants
ANNUAL MEETING OF AMERICAN 
SOCIETY OF C.P.A.'s
The annual meeting of the American 
Society of Certified Public Accountants 
was held at Fort Worth, October 17-18, 
1936, and steps were taken necessary to 
give effect to the consolidation of that or­
ganization with the American Institute 
of Accountants.
Certain amendments to the constitu­
tion of the society were adopted and 
these are reproduced in paragraphs fol­
lowing. Harry M. Jay, of Memphis, 
was elected president of the Society.
A majority of those in attendance 
then proceeded to Dallas and there par­
ticipated in the annual meeting of the 
Institute.
A m en d ed  Co n st it u t io n  of S ociety 
P u rsu a n t to  th e  p la n  o f  m erger, th e  
A m erica n  S o c ie ty  o f  C ertified  P u b lic  
A cco u n ta n ts  h as so  a m en d ed  it s  co n sti­
tu t io n  th a t  on  th e  e ffective  d a te  o f  
am en d m en t o f  th e  I n s t i t u te ’s  b y-law s so  
as to  ad m it a ll  m em bers o f  th e  A m erican  
S o c ie ty  in  good  s ta n d in g  a t A u g u st  31, 
1936, a s  m em b ers or  a ssocia tes o f  th e  I n ­
s t itu te , th e  ex ecu tiv e  com m ittee  o f  th e  
In s t itu te  w il l  becom e th e  board  o f  tr u s ­
te e s  o f  th e  A m er ica n  S o c ie ty , an d  a ll 
m em bers o f  th e  I n s t itu te  w h o  are c er ti­
fied  p u b lic  a cco u n ta n ts  w ill  a u to m a ti­
c a lly  becom e m em bers o f  th e  S o c ie ty .
The Society will, of course, immedi­
ately become inactive and is to be con­
tinued in existence as a corporation only 
in order to prevent the use of its name 
by any other group. The plan was work­
ed out by counsel for the Institute as a 
means of accomplishing the desire that 
there be only one active national organi­
zation of certified public accountants. 
Following is the full text of the revised 
constitution of the Society:
C o n s t i t u t i o n  an d  B y -L a w s  
of
T h e  A m er ic a n  S o ciety  of Certified  
P u b lic  A c c o u n t a n ts  
A r ticle  I 
T h e n am e o f  th is  o rg a n iza tio n  sh a ll be  
T h e A m er ica n  S o c ie ty  o f  C ertified  P u b ­
lic  A cco u n ta n ts .
A rticle  II 
The objects of this Society shall be
(a) to protect and foster the certificate
of certified public accountant as granted 
by the states, other political subdivisions, 
and the possessions of the United States 
of America, all of which hereinafter shall 
be denominated as states; (b) to assist 
government authorities in regulating the 
public practice of accounting to the end 
that it may become a legalized profes­
sion ; (c) to improve the standards of the 
accounting profession; and (d) to en­
courage and promote affiliation with this 
Society by organizations of certified pub­
lic accountants in the several states, all 
of which hereinafter shall be denomin­
ated as state organizations.
A rticle  III
Membership in this Society shall be 
confined to certified public accountants 
who hold valid certificates as such grant­
ed by the states. Any such certified pub­
lic accountant shall be admitted to mem­
bership in this Society whose application 
is endorsed by two members of the So­
ciety and on which a signed statement is 
made by the secretary of a state organi­
zation of certified public accountants of 
the date of the applicant’s admission 
thereto as a member, and that he is at 
that time a member in good standing. ''
All present and future members of the 
membership corporation organized un­
der the laws of the District of Columbia 
now known as the American Institute of 
Accountants who are certified public ac­
countants shall, without formal admis­
sion, be members of this Society during 
the period of their membership in said 
corporation.
A rticle  IV
The affairs of this Society shall be 
managed by a board of trustees. The 
present executive committee of this So­
ciety shall serve as such board until the 
by-laws of the corporation now known as 
the American Institute of Accountants 
have been amended to permit the admis­
sion to membership of members of this 
Society in good standing as of August 
3 1 , 1936. After such amendment has be­
come effective said board shall be com­
posed of the persons who are from time 
to time the members of the executive 
committee of the corporation now known 
as the American Institute of Account­
ants.
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A r t ic l e  V
The board of trustees shall elect a 
president of this Society from their num­
ber, and shall elect a secretary who need 
not be a member of the board of trustees. 
There shall be no other officers.
A r t ic l e  VI
There shall be no dues.
A r t ic l e  VII
Meetings of this Society shall be held 
when called by the board of trustees.
A r t ic l e  VIII
The officers of the Society are author­
ized and directed to put into operation a 
certain plan of merger between the 
American Institute of Accountants and 
the American Society of Certified Pub­
lic Accountants, dated September 21,
1935, and signed for the American Insti­
tute of Accountants by Frederick H. 
Hurdman, chairman, and other members 
of a special committee on cooperation 
with other organizations, and for the 
American Society of Certified Public Ac­
countants by John T. Madden, chair­
man, and other members of a special com­
mittee on one national organization, as 
amended to permit the admission to the 
American Institute of Accountants of 
members of this Society in good standing 
on August 31, 1936.
A r t ic l e  IX
Further amendments to the constitu­
tion and by-laws of this Society may be 
made in the following manner: Any such 
amendment shall first be approved by a 
two-thirds vote of the board of trustees. 
It shall then be submitted by mail to the 
members of the Society. If approved by 
a majority of all the members by mail 
ballot, it shall become effective.
RESOLUTION
At the general session of the Dallas 
annual meeting on October 22nd, in ac­
cordance with a motion by Archie M. 
Smith, of New Orleans, a resolution, ex­
pressing regret for the absence of the 
immediate past president George Armi- 
stead, of Houston, who had been re­
ported to be ill, was carried unanimously 
by a rising vote.
COMMUNICATION
P roposed  C h a n g e  o f  I n s t i t u t e ’s N a m e  
E ditor,  The Bulletin:
Sir : The members of the American In­
stitute of Accountants are to vote on the 
question of changing the name. So far, 
the only alternative name suggested is 
“ The American Institute of Certified 
Public Accountants.”
Is not the name long enough at pres­
ent? Is there any substantial gain in 
lengthening it?
Henceforth, none but certified public 
accountants are eligible for admission, 
and the trend throughout many parts of 
the country is towards limiting practice 
to holders of state granted certificates. 
Will not the title of the organization 
honor these certificates more by silence 
than by mentioning the name?
By expanding the title to specify the 
kind of accountants that are admitted to 
membership, shall we not imply the ex­
istence of other accountants and conse­
quently give them recognition and pub­
licity?
In forming one national organization, 
is it not wise to make the title of the 
organization as inclusive as possible, and 
the shorter it is made the more inclusive 
it will be?
If our members take this view they 
will recognize there is no need for any 
change at the present time.
Very truly yours,
C h a r l e s  E .  M a t h e r . 
New York, October 28, 1936.
RETIREMENT OF A. P. RICHARDSON
After 25 years of service to the Insti­
tute as editor of The Journal of Account­
ancy and other publications, during 19 
of which he also held the office of secre­
tary of the Institute, A. P. Richardson 
will retire from active service as of De­
cember 31, 1936.
At the annual meeting at Dallas the 
members approved the recommendation 
of the council that provision be made for 
payment of a suitable annual honorar­
ium to Mr. Richardson following his re­
tirement. Details will be published as a 
part of the proceedings of the annual 
meeting to appear in the 1936 Yearbook.
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AMENDMENTS TO BY-LAWS
Amendments to the by-laws of the 
American Institute of Accountants ne­
cessary to give effect to the consolida­
tion of the Institute with the American 
Society of Certified Public Accountants, 
approved by the annual meeting on Oc­
tober 22nd have been submitted to the 
membership for vote by mail ballot as 
required by article XV of the by-laws. 
As this Bulletin  goes to press the num­
ber of affirmative votes has nearly 
reached a majority of all the members. 
The number of negative votes is negligi­
ble, and it seems certain that all the 
proposed amendments will be carried. 
The proposals are as follows:
To amend article II, section 2, by 
the addition of the following subsec­
tion (c) :
“(c) Members of the American Society of 
Certified Public Accountants in good stand­
ing as of August 31, 1936, who shall elect 
to become members.”
To amend article II, section 3, by 
the addition of the following subsection
(c):
“(c) Members of the American Society of 
Certified Public Accountants in good stand­
ing as of August 31, 1936, who shall elect 
to become associates.”
Pursuant to the plan of merger ap­
proved by a majority of the members of 
both the Institute and the Society, the 
consolidation will automatically become 
effective with the adoption of these two 
amendments.
O t h e r  A m e n d m e n t s
In addition to the two amendments 
necessary to give effect to the merger, 
fifteen others have been proposed in the 
same ballot. They are as follows:
To amend article II, section 2, by 
adding the following subsection (d) :
“(d) Associates of the Institute in good 
standing as of August 31, 1936, who elect 
to become members.”
The purpose of this amendment is to 
extend to associates of the Institute the
same opportunity to become members 
which, as a result of the merger, is ex­
tended to former members of the Ameri­
can Society.
To amend article IX, section 2 (a) to 
read as follows:
“The executive committee shall consist of 
the president, two vice-presidents and the 
treasurer of the Institute and seven other 
members of the council elected by the coun­
cil. Four members of the committee shall 
constitute a quorum of the executive com­
mittee.”
This amendment makes the two vice- 
presidents ex-officio members of the ex­
ecutive committee and further increases 
the membership of the committee by two 
members to be elected by the council.
To amend article IX, section 4, so 
that the first sentence reads as follows:
“Except in the case of the executive com­
mittee a majority of each committee shall 
constitute a quorum for the transaction of 
business.”
This amendment, by exempting the 
executive committee, eliminates an in­
consistency with article IX, section 2
(a).
To amend article II, section 4, by 
eliminating former paragraphs (b), (c) 
and (d), changing former paragraph
(e) to (c), and inserting a paragraph
(b) reading as follows:
“(b) Accountants engaged in public prac­
tice, or accountancy instruction in schools 
recognized by the board of examiners, who 
shall have been in practice or in account­
ancy instruction for a period of not less 
than five years. The board shall satisfy it­
self in each case that the applicant’s experi­
ence has been sufficiently continuous and of 
such a character as to warrant his admission 
to membership. The board may give credit 
in its discretion for accountancy work of an 
outstanding character which in its opinion 
is clearly equivalent to public practice.”
This amendment is intended to give 
the board of examiners wider discretion 
in passing on applications for member­
ship.
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To amend article II, section 5 (a), to 
read as follows:
“Accountants who shall have been in prac­
tice on their own account or in the employ 
of a practising public accountant for not 
less than two years and at the date of ap­
plication shall be engaged in work related 
to accounting.”
The purpose of this amendment is to 
permit admission as associates of certi­
fied public accountants not in practice 
at the date of application.
To amend article III by the elimina­
tion of section 1 and the first two sen­
tences of section 3, and by renumbering 
former sections 2 and 3 as 1 and 2, 
respectively. This would eliminate the 
initiation fees which have, in the past, 
been $50.00 for a member and $25.00 for 
an associate.
To amend article IV by the elimina­
tion of section 3. This would permit all 
members to vote at any meeting regard­
less of whether or not their dues happen 
to be sixty days in arrears.
To amend article V, section 3 (b), by 
eliminating, following the words “ to the 
Institute,” the following: “ provided 
that application shall be made within 
six months from the date of termination 
of membership and.”
This would do away with the limita­
tion of six months within which a mem­
ber dropped for non-payment of dues 
might apply for re-instatement.
To amend article VII, section 6, to 
read as follows:
“Except in the ease of past presidents, the 
office of a member of council shall be ren­
dered vacant by his absence from four con­
secutive meetings of the council.”
This amendment exempts past presi­
dents from penalty for absence from 
council meetings.
To amend article VIII, section 1, by 
adding, at the end of the first para­
graph, the following:
“Special meetings of the Institute or of 
the council shall be held at places designated 
by the executive committee.”
Hitherto there has been no provision 
for a method of selecting the place of 
special meetings of the council.
To amend article IX , section 1, by 
changing the name of the committee on 
federal legislation to “ federal taxation” 
and by adding standing committees on 
accounting procedure and terminology.
To amend article IX , section 2 (c ), 
by the addition of the following sen­
tence :
“The member of the nominating commit­
tee first named by the council shall serve as 
temporary chairman of the committee until 
the committee itself, by mail vote or at a 
duly called meeting, shall elect a permanent 
chairman.”
This definitely establishes the proced­
ure to be followed in the selection of a 
chairman of the committee on nomina­
tions.
To amend article IX , section 2 (e) 
and (f), to read as follows:
“(e) All other standing committees shall 
be appointed by the president. The presi­
dent shall also have power in his discretion 
to constitute and appoint special committees 
as occasion may arise.”
“(f) Except as provided above, all commit­
tees shall consist of a chairman and not less 
than two other members of the Institute and 
shall serve until the annual meeting of the 
Institute next following their election or ap­
pointment.”
This amendment permits the appoint­
ment of committees of more than three 
members.
To delete article XIV  and renumber 
article XV I as article XIV. This would 
eliminate the provision in the by-laws 
permitting the formation of chapters of 
the Institute. Only two chapters have 
been active in recent years and it was 
felt that the need for local chapters has 
ceased to exist.
To amend article XV  to read as fol­
lows:
“The secretary shall embody in the call 
for the annual meeting all proposals to 
amend the by-laws prepared by the commit­
tee on by-laws for submission to such meet­
ing, and any other proposals to amend the
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by-laws of which he shall have had notice in 
writing signed by thirty or more members in 
good standing at least sixty days prior to 
the date of such meeting. All such proposals 
to amend the by-laws shall be presented for 
vote of the members at the annual meeting, 
and by consent of the majority of the mem­
bers present in person other proposals to 
amend the by-laws which are made by mem­
bers present in person at the meeting may 
be presented for vote of the members at any 
annual meeting. Any proposal to amend 
the by-laws, if approved by a two-thirds’ 
vote of the members present at such meeting 
in person or by proxy, shall be submitted 
to all of the members of the Institute for a 
vote by mail, and if approved in writing by 
a majority of the members of the Institute 
shall become effective as an amendment to the 
by-laws. Mail ballots shall be valid and 
counted only if received within sixty days 
after date of mailing ballot forms from the 
office of the Institute.”
This amendment is intended only to 
clarify the procedure for voting on 
amendments to the by-laws.
FIFTIETH ANNIVERSARY
In accordance with plans which have 
been made for celebration of the fiftieth 
anniversary of the American Institute 
of Accountants, in October, 1937, New 
York has been selected as the place of 
the 1937 annual meeting. The action 
was taken at the general session of the 
annual meeting at Dallas on October 
22nd.
P. W. R. Glover of New York, chair­
man of the executive committee of the 
special committee on fiftieth anniversary 
celebration, reported that arrangements 
for the meeting are already in progress. 
Headquarters are to be at the Waldorf- 
Astoria Hotel. Informal invitations have 
been issued to outstanding accountants 
in many foreign countries who attended 
the international congress on accounting 
held in New York in 1929.
The executive committee on fiftieth an­
niversary celebration met on November 
10th to formulate further plans, of which 
announcement will be made from time to 
time.
CONTINGENT-FEE RULE AMENDED
Rule 10 of the Institute’s rules of 
professional conduct, on contingent fees, 
was amended by an act of the council at 
its meeting on October 19th. The amend­
ment makes it clear that the rule is not 
applicable to cases in which the findings 
upon which the fee depends are not those 
of the accountant but of a taxing or 
other similar authority. By the addi­
tion of a second sentence, the rule now 
reads as follows:
“ No member or associate shall render 
or offer to render professional service, the 
fee for which shall be contingent upon 
his findings and the results thereof. This 
rule does not apply to eases such as 
those involving federal, state or other 
taxes in which the findings are those of 
the tax or other similar authorities and 
not those of the accountant."
During discussion of this matter, it 
was explained that the amendment did 
not in any way conflict with regulations 
governing practice before the Treasury 
Department as set forth in circular 230.
FOREIGN REPRESENTATIVES AT 
ANNUAL MEETING
Professional accountants of the Do­
minion of Canada and of Mexico were 
represented at the annual meeting of the 
Institute by George E. Winter, of Van­
couver, president of the Dominion As­
sociation of Chartered Accountants, and 
by Alfredo Chavero and Roberto Casas 
Alatriste, of Mexico City, president and 
immediate past president, respectively, 
of the Institute of Certified Public Ac­
countants of Mexico.
These guests were introduced and wel­
comed at the opening session of the meet­
ing on October 20th by F. G. Rodgers, 
of San Antonio, president of the Texas 
Society of Certified Public Accountants. 
Mr. Winter responded in behalf of the 
Dominion Association, calling attention 
to the close association between certified 
public accountants of the United States 
and chartered accountants of Canada. 
He pointed out that accountants of the 
two countries have long been on cordial 
terms and have much in common with
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each other. He announced that the next 
annual meeting of the Dominion Asso­
ciation would be held at Vancouver in 
August, 1937, and extended an invita­
tion to all members of the Institute to 
attend.
In responding for the Institute of Cer­
tified Public Accountants of Mexico, Mr. 
Chavero referred to other occasions when 
his organization had been represented at 
meetings of the Institute and said that it 
was gratifying to observe the bond of 
friendship which united the two groups. 
He said that in view of the wide field for 
cooperation in all problems relating to 
public accountancy, it is to be doubted 
whether there is any other profession in 
which a close and sympathetic under­
standing would prove to be so mutually 
helpful and beneficial.
Both Mr. Winter and Mr. Chavero at­
tended the annual banquet on October 
22nd and each spoke briefly on that oc­
casion.
THOMAS CHARLES CANNON
Thomas Charles Cannon, of Spokane, 
a charter member of the American Insti­
tute of Accountants, died on September 
30, 1936, at the age of 70.
Mr. Cannon was a partner of the firm 
of LeMaster, Cannon & Daniels and was 
a certified public accountant of Ne­
braska and Washington. He practised 
public accounting on his own account at 
Sioux City for many years, and was 
associated with Ellis LeMaster during 
the last 29 years of his life.
JOHN GREGORY PARKS
John Gregory Parks, of St. Louis, a 
charter member of the Institute, died on 
October 11, 1936, at St. Johns Hospital 
after an illness of more than a month. 
Mr. Parks was bom in 1876.
A native of Franklin, Tennessee, he 
devoted the early part of his career to 
the practice of public accounting in the 
state of his birth. He was associated 
with Homer K. Jones & Co., Memphis. 
Immediately following the world war, 
Mr. Parks became associated with Lesser 
Goldman Company, St. Louis, as auditor, 
and served in that capacity until his 
death.
SCHOLARSHIP AWARDS
Gold and silver medals were presented 
at the annual banquet of the Institute 
at Dallas on October 22nd to three of 
the four winners of the Elijah Watt Sells 
scholarship awards for excellence in the 
Institute’s examinations during the year
1935-1936. The presentation was made 
by Robert H. Montgomery, president.
George R. Lautenbach, of Chicago, 
and John C. Essene, of Los Angeles, re­
ceived gold and silver medals, respect­
ively, as first and second prizes in the 
November, 1935, examinations. Oscar 
L. Hayes, of Angola, Indiana, received 
a gold medal as first prize in the May, 
1936, examinations. These three attend­
ed the annual meeting as guests of the 
Institute. William J. Wiley, of Cape 
Cottage, Maine, was the winner of the 
silver medal for second prize at the May, 
1936, examinations, but was not present 
to receive the award in person.
In making the presentation, Colonel 
Montgomery explained the events which 
led to the establishment of the Elijah 
Watt Sells scholarship awards, saying:
“ The late Elijah Watts Sells was one 
of the best beloved presidents of the 
American Association of Public Ac­
countants, the direct predecessor of the 
American Institute, and was very much 
interested in the education of the young­
er men who were coming into the profes­
sion at that time. He felt that an award, 
indicating to the whole profession that 
the winner had made a record in his 
examinations, would be an incentive to 
these younger men. Mr. Sells left a fund 
the income from which was to be used 
and is used for the purpose of honoring 
these younger students who have made 
the highest marks in their examinations.
“ It was felt a short time ago that the 
most permanent record for these young 
er men would be a gold medal. These 
gold medals have been purchased and 
are now to be given to these young men 
who have made a highly enviable record 
in their examinations, and we are very 
proud to be able to honor them in this 
way.”
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ELECTION OF MEMBERS
In the absence of protest the president 
has declared elected, as members and 
associates respectively, 78 candidates 
whose election was recommended by the 
board of examiners and approved by 
the council at its meeting October 19, 
1936. Fifty-eight were admitted as 
members and 13 were admitted as asso­
ciates. Seven were advanced from asso- 
ciateship to membership.
Following are the new members and 
associates:
A d m it t e d  a s  M e m b e r s  
Robert Wert Agler, Cleveland 
Leslie Aspin, Milwaukee 
Clinton R. Auten, St. Louis 
V. Frank Banta, Chicago 
Elmer J. Bauer, Cincinnati.
Herman Marshall Berman, Chicago 
Lewis F. Bond, Washington, D. C. 
James William Bontems, Los Angeles 
Edwin L. Bruhl, El Paso 
Harvey D. Cardwell, Louisville 
Charles F. Carr, Syracuse 
George C. Claghorn, New York 
Roy C. Comer, Seattle 
George H. Derrickson, Philadelphia 
David F. Devine, New York 
William J. Driscoll, San Francisco 
Oswald R. Egan, Milwaukee 
Claude C. Ellis, St. Louis 
Harry Louis Erb, Milwaukee 
James R. Favret, Cincinnati 
Benjamin H. Garb, Trenton 
George M. Hayward, New York 
Charles N. Hostetler, Waterloo, Iowa 
Wilbur R. Irwin, Omaha 
Guy P. Jones, San Francisco 
Richard Cutler Kennedy, Cincinnati 
A. R. Kennett, Roanoke 
Charles O. LaRue, Los Angeles 
David Lewis, San Francisco 
Barnet J. London, New York 
Gordon A. MacLean, Los Angeles 
James Mayton, Mobile 
William H. Mers, Cincinnati 
William B. M. Miller, Providence 
Basil C. Moore, Sanford, Fla. 
Raymond A. O’Connor, Niagara Falls 
Irving Orstein, New York 
T. Delos Paxman, Washington, D. C. 
S. E. Pearce, Chicago
John Rabenau, St. Louis 
David H. Rishel, Philadelphia 
Douglas A. Sargent, Oakland 
Neil Sexton, Seattle 
Andrew F. Sherman, Oakland 
William J. Slais, St. Louis
D. A. Smith, Jacksonville, Fla.
Otto Sonnenberg, San Francisco
Arthur E. Surdam, Buffalo
Harry S. Tressel, Chicago
Christian G. Uhlenberg, San Francisco
George E. Walling, Los Angeles
William E. Ware, Los Angeles
David Watson, Honolulu
Thomas C. Webb, Waco
Albert R. Wood, Wichita
Irving Hale Worden, New York
F. W. Yeager, Dallas
Joseph I. Zucker, Washington, D. C.
A d m it t e d  a s  A s so c ia t e s  
John Victor Bowser, Pittsburgh 
Frank W. Dibble, Chicago 
Charles Kershenbaum, Washington,
D. C.
Samuel R. Krakow, New York 
Maxwell E. Lerner, Hartford 
Arthur N. Lorig, Seattle 
Fred Meyer, Los Angeles 
Leslie Mills, New York 
Charles B. Murphy, New Orleans 
Albert F. Schwarz, New York 
Martin Earl Tedtman, Cincinnati 
Milan E. Wallace, Wichita Falls 
Wallace W. Willard, Hartford
A d v a n c e d  to  M e m b e r s h ip  
Joseph S. Austin, Cleveland 
Fred P. Carleton, Chicago 
Harry D. Hopson, Houston 
Truman Newton, Pine Bluff, Ark.
Paul J. Richards, New York 
John Wilson Snider, St. Louis 
Ross G. Worsley, Salt Lake City
The following candidates, whose elec­
tion was recommended by the board of 
examiners and approved by the council 
by mail ballot, have in the absence of 
protest been declared by the president 
to be elected as members:
Dundas Peacock, Pittsburgh 
George W. Price, New York 
Carl Smith, New York 
Nelson Tisdel, Boston
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DECENTRALIZATION OF INCOME 
TAX ADMINISTRATION
Efforts of the bureau of internal rev­
enue to expedite the settlement of dis­
puted tax cases were described by Mil­
ton E. Carter, assistant to the commis­
sioner of internal revenue, in an ad­
dress at the annual metal-mining con­
vention of the American Mining Con­
gress held recently at Denver. Mr. Car­
ter spoke on the topic, “ Administering 
the revenue act of 1936.” Of particular 
interest to certified public accountants 
were his remarks on steps which have 
been taken to decentralize the work of 
the bureau by delegation of discretion­
ary power to agents in the field.
It will be recalled that during 1934 
a committee consisting of Boswell Ma- 
gill, special assistant to the secretary of 
the treasury; L. H. Parker, chief of the 
staff of the joint committee on internal 
revenue taxation, and Eldon P. King, 
special deputy commissioner, bureau of 
internal revenue, undertook a survey of 
the British tax system with special ref­
erence to its administration. It was the 
purpose of this study, which was con­
ducted in England, to provide a basis 
for a comparison of the relative merits 
of the British system and that of the 
United States.
In its report to the secretary of the 
treasury, the committee made a few gen­
eral recommendations outlining the prin­
cipal ways in which improvement’s in the 
federal revenue system might be accom­
plished. Chief emphasis was placed 
upon decentralization of administration. 
On this point the committee said:
“ The most frequent criticism directed 
against the federal system of adminis­
tration is not inaccuracy of determina­
tion, but delay in the final disposition of 
cases. The British, by delegating the 
authority downward to the tax inspec­
tors with the higher officials acting prin­
cipally in an advisory capacity, have 
avoided this criticism, and have secured 
finality without serious loss of consist­
ency or accuracy. The good results 
secured under the British system of ad­
ministration suggest a more decentral­
ized administration of the federal in­
come-tax law and the employment of a 
sufficient field force to make a more thor­
ough and accurate determination at the 
first point of contact with the taxpayer. 
Because of present practical conditions, 
it is probable that this plan should first 
be tried out in one area.”
On March 31, 1936, the commissioner 
of internal revenue announced that the 
intemal-revenue agent in charge of the 
Cleveland division of the income-tax 
unit had been authorized to issue final 
notices of deficiency and to assume cer­
tain of the responsibilities and authority 
which had previously been reserved for 
the income-tax unit in Washington. The 
purpose, it was said, was to afford the 
taxpayer a more convenient and a less 
costly method of disposing of their in­
come-tax questions and to enable the bu­
reau of internal revenue to expedite the 
work of audit and investigation.
In his address at Denver, Mr. Carter 
expressed his opinion that revenue to the 
government may be protected as well, 
and tax liability determined as fairly, 
by an amicable and expeditious settle­
ment of doubtful questions as by long 
and expensive litigation. With this in 
mind, he said, the bureau of internal 
revenue had delegated a greater measure 
of discretionary power to the internal- 
revenue agents in charge of the field of­
fices, the conference groups in Washing­
ton, the technical staff of the commis­
sioner’s office and the appeals division 
of the assistant general counsel’s office. 
The field force has been strengthened in 
two ways: by transfers of technical per­
sonnel from Washington and by an in­
crease in the number of internal-revenue 
agents, releasing the more experienced 
personnel for concentration on difficult 
problems.
Referring to the experiment in decen­
tralization which was undertaken in 
Cleveland, Mr. Carter said:
“ A complete administrative unit has 
been established, under the supervision 
of the internal-revenue agent in charge, 
assisted by representatives of the tech­
nical staff and the general counsel’s of­
fice. This unit has been given authority 
to issue ninety-day letters and to con­
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duct negotiations, arising out of dis­
puted cases, to a final settlement. While 
the effectiveness of this experiment will 
not be determinable for many months, 
we have little doubt as to its success—if 
taxpayers will cooperate. If, however, 
taxpayers and their counsel seek to util­
ize this new procedure simply as a step 
in the process of dispute and litigation 
and insist on carrying their eases to 
Washington for further contest, it is 
likely that the plan will be abandoned. If 
the Cleveland experiment is successful, 
it is planned to install this procedure in 
other districts.”
Mr. Carter declared that efforts were 
being made to expedite the examination 
of returns. He said that the present 
work program of the bureau contem­
plates that within fifteen months after 
the taxpayer’s return is filed, it should 
have been examined, and if further in­
vestigation is found necessary, the inves­
tigation should have been begun and the 
taxpayer notified that it is pending.
The bureau, Mr. Carter said, has in­
augurated an organization of so-called 
compromise field trips in an effort to 
reduce to a minimum the cost of com­
promising tax liability where the tax­
payer is already in financial difficulty. 
Representatives of the technical staff and 
of the general counsel’s office have gone 
to the field and worked directly with 
representatives of the collector and with 
the taxpayer or his representative in 
disposing of many difficult cases of this 
type. Mr. Carter described the legisla- 
tion-and-regulations division recently 
organized in the office of the assistant 
general counsel. The purpose of this di­
vision, he said, is to enable the bureau 
to devote more attention to legislative 
recommendations made by its personnel, 
taxpayers, their representatives and or­
ganizations interested in tax matters.
R e v e n u e  A c t  of 1936
In the same address Mr. Carter com­
mented upon the policy pursued by the 
bureau of internal revenue in the admin­
istration of the new law imposing a sur­
tax at graduated rates on undistributed 
profits of corporations. He said:
“ As previously stated, the bureau 
does not enact a revenue law, but it must 
of necessity interpret it and attempt to 
apply it in accordance with the will of 
Congress. It may not pass judgment on 
the merits or demerits of enacted legis­
lation, nor should taxpayers expect the 
bureau to attempt to amend the law by 
regulation if it should prove unduly 
burdensome in specific instances. If past 
experience is a safe guide it is certain 
that the practical application of the new 
law will disclose difficulties and inequi­
ties which will require amendatory ac­
tion. Some taxpayers have already ap­
peared before the bureau requesting ad­
ministrative relief under circumstances 
where no relief appears to have been 
provided by the act.
“ It will not be the policy or the prac­
tice of the bureau to take an arbitrary 
or unsympathetic position where reason­
able doubt exists as to the application of 
these regulations to specific cases.
“ For example, where a corporation 
has sought in good faith to distribute its 
earnings and has been obliged to resort 
to the distribution of taxable stock divi­
dends or to the issuance of its obligations 
in lieu of cash and such dividends or ob­
ligations are returned by its sharehold­
ers at their face value or the value de­
termined by the corporation, such value 
will be accepted in the absence of clear 
and convincing proof that the stated 
value is not the fair market value.
“ The bureau appreciates the position 
of taxpayers who honestly and in good 
faith hold different views as to the scope 
and effect of this new law. Ample op­
portunity is afforded them under the 
law and bureau procedure to present 
their views and point out to the bureau 
the alleged error of its ways. No respon­
sible officer of the bureau will take issue 
with the taxpayer or his representative 
on this score; but where a difference of 
opinion exists and where the taxpayer 
in good conscience feels that he cannot 
follow the regulations in preparing his 
returns, the bureau expects him to show 
clearly on his return where he has de­
parted from the rule.”
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FEDERAL TAXES IN INTERIM 
STATEMENTS
In a communication dated November 
4th the Institute’s special committee on 
cooperation with the Securities and Ex­
change Commission responded to a re­
quest of the commission for an expres­
sion of opinion as to the proper treat­
ment of federal income taxes in profit- 
and-loss statements for periods of less 
than a full year.
The committee stated that, in princi­
ple, all taxes should be treated as ex­
penses to be charged against income, and 
went on to discuss at length the difficulty 
of determining the amount of certain 
federal taxes applicable to any given pe­
riod. Following is the text of the com­
mittee’s communication:
“ Our committee has given considera­
tion to the question you have raised as to 
the treatment of federal income taxes in 
profit-and-loss statements for periods of 
less than a full year.
“ In principle, all taxes, state income 
taxes as well as federal income taxes and 
the federal capital-stock tax, the federal 
excess-profits tax and the federal surtax 
on undistributed net income, are ex­
penses to be charged against income. 
Taxes have become so heavy that they 
materially affect the net income avail­
able for dividends.
“ While in principle provisions for 
taxes should be made as part of the in­
come statement and the net income for 
any period should be stated after suit­
able provision for all taxes, it will be 
impossible in many cases to approximate 
the amount of certain taxes applicable to 
the period. Whenever a tax is indeter­
minate and, therefore, can not be pro­
vided for in a statement of profit and 
loss, adequate explanation should be ap­
pended to the statement to show what 
further taxes in addition to those speci­
fically provided for may be payable even­
tually in respect of the income for the 
period.
“ The surtax on undistributed net in­
come is one that can not be approximated 
prior to the close of the corporation’s fis­
cal year unless the directors be com­
mitted to a dividend policy that will not
be altered during the year. Ordinarily 
directors will reserve judgment until 
near the close of the year whether they 
will distribute in dividends all or a por­
tion of the current year’s earnings. Only 
if the directors announce that the cur­
rent year’s earnings will be fully dis­
tributed during the year would it be 
feasible to state in a footnote on an in­
come statement that no surtax on undis­
tributed net income will be payable for 
the year. In the converse case of a de­
cision by the directors that no dividends 
shall be declared in the year, whether or 
not there are any restrictions on pay­
ment of dividends, provision for the sur­
tax on the income for the period should 
be made in the income statement. Such 
clear-cut cases at interim dates are likely 
to be rare.
“ In other instances, where there is a 
high degree of uncertainty regarding the 
liability for surtax, it may occasionally 
be practicable to estimate and state in a 
footnote either the probable maximum 
amount of surtax, assuming no further 
dividends shall be paid, or the probable 
minimum amount if the company shall 
pay all the dividends which are legally 
possible. If no satisfactory estimate can 
be made of the maximum and minimum 
amounts of surtax, it may be desirable 
to refer to the circumstances affecting 
the final determination of the tax liabil­
ity, unless these circumstances are too 
complex for satisfactory summarization, 
in which event it should be sufficient to 
state that no provision has been made 
for the surtax.
“ The liability for surtax in respect of 
undistributed net income for a period of 
less than a full year may be affected not 
only by the future dividend policy to 
be adopted by the directors but also by 
actions to be taken by stockholders re­
garding authorizations of additional is­
sues of securities to be distributed as 
dividends or by actions to be taken by 
security holders regarding the removal 
of dividend restrictons not allowable as 
such by the revenue act and the treas­
ury regulations. These are some of the 
complexities which may preclude the es­
timation of the amount of surtax prior 
to the close of a corporation’s fiscal year.
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Because of the diversity of conditions to 
be met, the committee is of the opinion 
that each individual case should be sep­
arately considered on the basis of the 
foregoing suggestions.
“ Even after a corporation has closed 
its books for its fiscal year the liability 
for surtax on undistributed net income 
for the year may be in doubt, being sub­
ject to judicial determination or review 
of legal questions such as the following:
Taxability to the recipient of various 
types of stock dividends, particu­
larly as regards dividends paid in a 
new class of stock.
Whether corporate charters constitute 
written contracts within the mean­
ing of the revenue act, and the col­
lateral question whether preferred 
stock provisions printed on stock 
certificates constitute contracts.
Whether provisions in certain bond 
indentures expressly deal with the 
payment of dividends and the dis­
position of earnings and profits.
Status of corporations that are subject 
to state laws restricting dividends 
because of prior years’ deficits, pur­
chases of treasury stock, impair­
ment of capital or insolvency.
Apparent retroactive effect of the 
methods of computing credits for 
contractual restrictions as indicated 
in the Treasury regulations. 
Pending settlement of these questions, 
provisions to be made for surtax in 
yearly income statements should prefer­
ably be computed upon the basis of the 
regulations and of legal opinions regard­
ing the taxability of stock dividends and 
interpretation of indenture provisions. 
In dealing with the corporate surtax di­
rectors have to consider the demands of 
stockholders to avoid an unpopular tax, 
the requirements of sound financial pol­
icy and the avoidance of illegal divi­
dends."
The dissolution of the partnership, 
Willett, Fick & Wharton, of South Bend, as 
of October 31, 1936, has been announced. 
The practice of this firm will be continued, 
it is announced, by Willett & Wharton, a 
partnership, and by H. William Fick, prac­
tising as an individual.
"INDEPENDENCE" OF ACCOUNTANTS 
UNDER SECURITIES ACT
In stating its findings in a recent stop- 
order proceeding under the securities act 
of 1933, the Securities and Exchange 
Commission declared that when an ac­
countant has consciously falsified facts 
there seems to be a justifiable inference 
that he is not, in fact, independent, even 
though his independence might otherwise 
have been presumed from the absence of 
any “ relational or contractual connec­
tion” with his client.
The registrant in this case was a 
holding company financing and control­
ling two subsidiaries, a coal-mining cor­
poration and a coal-terminal corpora­
tion. The two subsidiaries and an affi­
liate of the registrant, a contract carrier, 
were operated as a unit. The company 
filed a registration statement on form 
E-1.
The commission criticized at length 
the accounting procedure followed in the 
preparation of the financial statements 
filed. It alleged, also, that one certifi­
cate of the accountant was deficient in 
that it contained “ an untrue statement 
of material fact,” and that all others 
signed by this accountant for this regis­
trant might be considered deficient on 
the grounds that the accountant was not 
truly “ independent” , as required by the 
statute. On this point, the commission 
said:
“ At the outset of consideration of the 
accounting practices followed in this 
registration statement, it seems proper to 
consider the general questions of certi­
fication under schedule A of the securi­
ties act of 1933, which requires that fi­
nancial statements contained in a regis­
tration statement be ‘certified by an 
independent public or certified account­
ant.’ The financial data furnished in 
this registration statement were drawn
up and certified b y ____________ , whose
certificates read: ‘I hereby certify that 
the above (financial statements) have 
been prepared by me from the books and 
records of the corporation and are true 
and correct copies to the best of my
knowledge and belief. (signed)________ ,
independent public accountant.’ The
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truth of this certification is put in issue 
by an item on the asset side of the ter­
minal company’s balance-sheet,
Cash........................... $1,482.82
In fact, there was no cash, and (the 
accountant) admitted that the figure 
shown as cash was the amount of an over­
draft. Counsel for registrant has con­
ceded that the terminal company’s bal­
ance-sheet is deficient, in that this item 
of cash is false, and we so find. It is 
important to point out, however, that the 
manner in which this false item was set 
up by the accountant bears on the certifi­
cate he signed. While setting up an 
overdraft as cash might conceivably be 
due to mere carelessness, this was not the 
case here, for the original books balanced 
on the basis of an overdraft and no cash, 
and (the accountant) testified that he 
made an adjustment of the figure for ac­
counts receivable, in order to compensate 
for the overdraft and for the ‘cash.’ In 
order to force a balance on a balance- 
sheet showing fictitious cash, the balance- 
sheet had also to show a fictitious reduc­
tion in reflecting the accounts receivable 
actually shown on the original books of 
entry.
“ This alone invalidates the certificate 
appended to this balance-sheet, which is 
not, as stated in the certificate, a true 
and correct copy to the best of the 
signer’s knowledge and belief. Accord- 
ingly, we find the certificate deficient in 
this respect, as an untrue statement of a 
material fact. The facts just recited 
concerning the manner in which this 
balance-sheet was drawn, however, sug­
gest that there is a further deficiency in 
this and all other certificates signed by 
(the accountant) for this registrant, by 
raising the question whether in view of 
(the accountant’s) approach to regis­
trant’s accounting problems he can be 
considered ‘independent,’ in accordance 
with the requirement of the statute.
“ There is no evidence that (the ac­
countant’s) relationship with registrant 
falls afoul of the criteria of independ­
ence which we indicated in In the Mat­
ter of Cornucopia Gold Mines, and in In  
the Matter of Plymouth Consolidated 
Gold Mines, Ltd. But the methods and
results of his auditing work cause us to 
doubt whether any presumption of in­
dependence, which the absence of rela­
tional or contractual connection with 
registrant would normally justify, can 
be indulged here. To be sure, not every 
error in a financial statement can be con­
strued as reflecting a lack of independ­
ence on the part of the accountant who 
set it up. In some cases, an accountant 
is justified in accepting as facts certain 
types of information furnished him by 
others, and a false item on a financial 
statement may thus be due not to the 
fault of the accountant but of the per­
son who furnished him with the infor­
mation. Again, even should an account­
ant adopt a technique frowned on by all 
existing professional authority, this 
might indicate no more than incompet­
ence. But where the accountant has 
consciously falsified the facts, as here, an 
inference of actual absence of independ­
ence would seem to be justified. He who, 
as a result of connivance with, or loyalty 
or subservience to his client, purposely 
or recklessly misrepresents the facts, can­
not be said to qualify as an ‘independ­
ent’ expert. Protection of investors in 
these situations requires not only that 
these fiduciaries be free of the entang­
ling alliances which relational and con­
tractual connections with registrants 
frequently engender, but also that they 
approach their task with complete ob­
jectivity—critical of the practices and 
procedures of registrants, and unwilling 
to aid and abet in making statements 
which the facts do not warrant."
In another case the commission criti­
cized independent public accountants for 
failing to note that property shown on 
the balance-sheet of the registrant as an 
asset was jeopardized on the day follow­
ing the date of the balance-sheet because 
of default on an assignment under which 
the property was held. Concerning this 
the commission said:
“ The balance-sheet is dated April 30, 
1936, viz., the day before the first de­
fault on the . . . assignment. The 
audit resulting in this balance-sheet took 
place in the latter part of May and the
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early part of June, 1936, so that the as­
signment was already in default at the 
time the audit was made. Not even by 
footnote does the balance-sheet reflect the 
fact of the default. The accountant in 
charge testified that he was unaware of 
the default. . . .
“ . . . It is clear that an adequate 
audit would have disclosed that, under 
the terms of the . . . assignment, reg­
istrant’s interest in the (property) what­
ever its proper value, was in jeopardy as 
an asset of the corporation at the time 
the audit was made, and hence that, in 
the absence of disclosure of this fact, the 
balance-sheet figure became highly mis­
leading the day after the date of the 
balance-sheet, and continued to be mis­
leading at the time the audit was made 
and at the time the registration state­
ment was filed.”
INTERIM REPORTS TO S. E. C.
The Securities and Exchange Com­
mission may soon issue a rule under the 
securities-exchange act requiring that 
listed companies file interim reports of 
financial operations, disclosing any sig­
nificant changes during periods between 
annual reports, it was recently indicated 
in the Wall Street Journal.
The following dispatch appeared in 
the November 7th issue of that publica­
tion:
“ In an effort to keep its records cur­
rent at all times, the Securities and Ex­
change Commission will shortly promul­
gate a form to be used by corporations 
with securities listed and registered un­
der the securities-exchange act of 1934 
in making interim reports of special 
changes taking place between the filing 
of annual statements.
“ It will not be necessary to submit 
interim financial statements at this time. 
Subsequently, the commission plans to 
call for quarterly statements of financial 
operations, it was reported.
“ The commission, it is understood, 
will require such special changes to be 
reported within the first ten days after 
the close of the month in which the 
changes occurred. It is believed that the 
rule will provide that special changes
which have taken place since the filing 
of the first annual reports and up to De­
cember 31 , 1936, will have to be reported 
on the new form by January 10, 1937, 
after which reports will be required cur­
rently.
“ It is understood they will include 
such things as important restatements 
of capital or issuance of any new securi­
ties. Any substantial revaluations of 
assets will have to be reported, as will 
any withdrawals or substitutions of 
property securing the listed securities. 
If there is a change in a parent or a sub­
sidiary, it will have to be reported. . . .”
RESULTS OF GOLF TOURNAMENT
The Missouri golf trophy, awarded an­
nually on the basis of competition among 
state societies at the annual meeting of 
the Institute, was won this year by a 
team representing the Texas Society of 
Certified Public Accountants. The 
tournament was held at the Brook Hol­
low Golf Club, Dallas, on October 21st.
The winning score was 346. The team 
was composed of A. G. Moss, H. W. 
Goodson and W. D. Prince, of Dallas, 
and J. B. Allred, of Wichita Falls.
Individual prizes were as follows: 
Low gross—H. W. Goodson, of Dallas, 
80.
Second low gross—W. D. Prince, of Dal­
las, 80.
Third low gross—Carl Dietze, of Mil­
waukee, 86.
Low net—E. D. Seamans, of Boston, 75. 
Second low net—Alexander S. Banks, of 
New York, 77.
Third low net—Lloyd B. Smith, of Dal­
las, 79.
Low score for “ nine blind holes”—J. B.
Allred, of Wichita Falls.
Highest score, eighteen holes—Fred J.
Duncombe, of Chicago, 123.
Greatest number of seven’s on any one 
card—Philip N. Miller, of New York. 
High score, any one hole—Hilary H. Os­
born, of Nashville, 11.
Lowest score on first hole—Harold R.
Caffyn, of New York, 4.
High score on easiest hole—H. W. 
Ewing, of Tyler, Texas, 7.
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COURT DECISION ON UNAUTHORIZED 
PRACTICE OF LAW
A decision rendered by a justice of the 
New York city court on a suit brought 
by a public accountant for collection of 
a fee has attracted wide attention be­
cause of its bearing upon both conting­
ent fees and unauthorized practice of the 
law. The decision, which is here quoted 
in full as it was reported in the New 
York Law Journal for October 10th, 
was unfavorable to the plaintiff.
C it y  C o u r t — T r ia l  T e r m  
By Evans, J.
“ Mandelbaum v. Gilbert & Barker 
Mfg. Co.—Plaintiff is an accountant and, 
although not a certified public account­
ant, has the right, without being licensed 
by the state, to practise accountancy in 
this state. As such, he solicited the de­
fendant for the privilege of represent­
ing it before the state tax commission of 
New York to try to obtain refunds of 
taxes paid by it on the sale and installa­
tion of oil burners.
“ The defendant had not thought of 
applying for tax refunds until the mat­
ter was brought to its attention by the 
plaintiff. He informed defendant that 
under the New York retail sales tax law 
it should not have paid any taxes on oil 
burners sold by it in interstate com­
merce, nor for oil burners sold under a 
lump-sum contract for material and la­
bor, and that installation charges were 
not taxable. The defendant agreed that 
plaintiff would receive 50 per cent. of 
any refunds obtained.
“ But instead of allowing plaintiff to 
do whatever work was necessary to ob­
tain refunds, defendant had the appli­
cation for refunds prepared by its own 
legal department and obtained the re­
funds without any help from plaintiff.
“ Plaintiff brings this suit for 50 per 
cent. of the refunds obtained. I hold 
that he cannot recover.
“ First of all plaintiff performed no 
work. All he did was to bring informa­
tion to defendant which amounted to 
nothing more or less than an opinion as 
to the meaning of a New York statute. 
Although defendant seems to have been 
uninformed about its right to a refund,
the information was available to anyone 
who consulted the statute and the inter­
pretation given to it by the New York 
state tax commission in its decisions on 
applications for refunds.
" If plaintiff is allowed to recover, 
then an accountant may practise law 
without a license. Anyone who renders 
an opinion as to the proper interpreta­
tion of a statute or gives information as 
to what judicial or quasi-judicial tribun­
als are deciding and receives pay for it 
is to that extent practising law. He not 
only practises law without being duly 
licensed by the state, but he practises it 
with great freedom and license, for a 
lawyer may not solicit business and an 
accountant may do so without the pen­
alty of discipline by the appellate divi­
sion.
“ The question would be different if 
plaintiff had performed the work before 
the state tax commission if he had the 
right to practise before that tribunal. If 
such were the case and he had obtained 
the refund or helped to obtain it, then 
he might be able to recover on the con­
tract.
“ But no accountant, certified or not 
certified, may recover on a contract, ex­
press or implied, for rendering an opin­
ion as to the law, the meaning of a stat­
ute or the giving of information as to 
what judicial or quasi-judicial tribunals 
are deciding.
“ While accountants may practise be­
fore quasi-judicial tribunals by permis­
sion, they may not practice law without 
being admitted to the bar. The com­
plaint is therefore dismissed.”
Mathieson, Aitken & Co., of Philadelphia, 
announce the association with them of Wil­
liam Charles Butscher, who will have charge 
of their tax department.
Peat, Marwick, Mitchell & Co. announce 
the removal of their Charlotte offices to the 
First National Bank building.
D. McE. Watson served on a committee 
appointed to assist in the entertainment of 
delegates and visitors  attending the annual 
convention of the National Association of 
Securities Commissioners held in Denver 
during the week of September 28, 1936.
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AMERICAN INSTITUTE BENEVOLENT 
FUND
In 1931, the Institute received several 
requests for financial assistance from 
members of advanced years who had suf­
fered severely during the depression. 
After consideration of these cases, it ap­
peared to the executive committee that a 
permanent fund, from which such re­
quests could be met, should be establish­
ed by the Institute, on the theory that no 
member should have to appeal to public 
charity. After proper authorization, the 
American Institute Benevolent Fund 
was incorporated and appealed to the 
membership of the Institute for dona­
tions. The donations have been suffici­
ent to meet requests for assistance since 
that time.
There is no attempt to build up a capi­
tal fund, the income from which may be 
used to relieve cases of distress. It is in­
tended that subscriptions shall be dis­
bursed directly in case of need.
No appeal for funds has been neces­
sary in the past year but if worthy de­
mands for relief should continue it 
would be necessary to seek additional 
subscriptions. Contributions of small 
amounts are invited and contributions 
are always welcome.
In a number of instances, the fund has 
been able to relieve severe distress, suf­
fered by older members of the profession 
too proud to seek public charity. The 
beneficiaries have resided in various 
parts of the country, including Chicago 
and New England.
Contributions to the fund are deduct­
ible for federal income-tax purposes.
Robert H. Montgomery, of New York, 
has accepted the chairmanship of the ac­
counting division in the United Hospital 
Campaign.
Spencer B. Stevenson has been appointed 
chairman of the accountants group to aid the 
20th roll call of the New York chapter of 
the American Red Cross, November 11th to 
26th. _____
Witting & Finch announce the removal 
of their offices to suite 214, First National 
Bank building, Denver.
LECTURE AND STUDY GROUP
The first meeting of the 1936-1937 sea­
son of the New York lecture and study 
group of the Institute was held on No­
vember 4th at the Victoria hotel with 
discussion of the federal revenue act of 
1936 led by W. L. Ashbaugh. With ap­
proximately 85 persons present, the 
meeting broke previous records for at­
tendance.
The topics for discussion were drawn 
from an article by Victor H. Stempf en­
titled “ New factors in federal income 
taxation,"  which appeared in the Oc­
tober issue of The Journal of Account­
ancy. This was in accordance with the 
plan of devoting the first three meetings 
of this season to the presentation of a 
broad outline of the new revenue act. 
At the first meeting matters developed 
by Mr. Stempf in the first 17 pages of 
his article were made the basis of dis­
cussion.
The next meeting will be held on No­
vember 18th at the Victoria hotel. 
Points presented in the remaining sec­
tion of Mr. Stempf’s article will be dis­
cussed by Philip N. Miller, with the as­
sistance of Mr. Ashbaugh and Emil T. 
Weiler. These have to do generally with 
tax problems arising in the liquidation 
of controlled subsidiaries, the surtax on 
improper accumulation of surplus and 
the capital-stock and excess-profits taxes.
As in the past, dinner will be served at 
6 :30 P. M. and discussion will begin at 
7:30 P. M. Members of the group un­
able to attend the dinner will be wel­
comed at the subsequent discussion, 
which is informal in character.
Chauncey B. Adams has been appointed 
chairman of the auditing unit of the united 
charities campaign of St. Louis.
I. B. McGladrey, of Cedar Rapids, is the 
author of and article on "Institutional ac­
counting” which appeared in the September 
issue of the magazine, Church Property Ad­
ministration.
Lewis Wintermute, of Cleveland, Ohio, 
announces the removal of his offices to room 
451, Terminal Tower.
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LOANS FOR MODERNIZATION 
OR EXPANSION
The Federal Housing Administration 
has requested the Institute to bring to 
the attention of certified public account­
ants the fact that the modernization- 
credit plan, provided under title I of the 
national housing act, will terminate 
April 1, 1937, with the expiration of the 
law. L. R. Gignilliat, Jr., deputy ad­
ministrator, states that it is important 
for those who desire loans for improve­
ments under this plan to begin arrange­
ments in the near future.
Under the modernization-credit plan, 
business concerns which wish to modern­
ize or expand their plants may amortize 
the cost of their improvements in equal 
monthly payments over a period of five 
years or, in special cases, longer. In the 
case of business properties, loans can be 
made in amounts up to $50,000. The 
Federal Housing Administration, under 
the plan, simply insures approved finan­
cial institutions which actually make the 
loans.
Complete information may be obtained 
from local offices of the Federal Hous­
ing Administration. Bulletins entitled
THE NEW
R obert H. M ontg o m ery , President.
Colonel Montgomery, re-elected presi­
dent of the Institute, has been among 
the leaders in the activities of his pro­
fession since its inception in this coun­
try. Bom in Mahoney City, Pa., in 
1872, he lived for many years in Phila­
delphia and now resides in Greenwich, 
Conn.
He received his education at public 
and night schools and became a certified 
public accountant of Pennsylvania. He 
was a partner of Heins, Whelan, Ly- 
brand & Co. from 1896 through 1897, 
and in 1898 became a partner of Ly- 
brand, Ross Bros. & Montgomery, his 
present firm. He is also an attorney-at- 
law.
At various times, Colonel Montgom­
ery has served as instructor in account-
Equipment and Machinery Eligible for 
Modernization Credit (FHA No. 145) 
and Loans up to $50,000 (FHA No. 
180) may be obtained by addressing the 
Federal Housing Administration at 
Washington.
NEW YORK MANAGEMENT COUNCIL
“ Presenting New York—The most 
tantalizing market in America” will be 
the subject of discussion at a meet­
ing, sponsored by the New York Man­
agement Council and conducted by the 
American Marketing Society, to be held 
on December 8th at the Metals and Plas­
tics Bureau auditorium, International 
Building, Rockefeller Center, New York. 
The meeting will begin at 7 :45 P. M.
Because of the Institute’s participa­
tion in the New York Management 
Council, members of the Institute may 
attend this meeting, as well as others 
sponsored by the council, upon payment 
of a nominal admission fee.
Frank R. Coutant, president of the 
American Marketing Society, will be the 
principal speaker. William H. Ingersoll, 
president of the New York chapter of 
the American Marketing Society, will 
act as chairman.
OFFICERS
ing at schools in Philadelphia and New 
York. He was professor of accounting 
at Columbia University from 1919 to 
1931 and is a member of the administra­
tive board of the school of business of 
the university.
He served in the United States army 
during the Spanish-American war and 
the world war, holding the rank of lieu- 
tenant-colonel during the latter while 
serving on the war department board of 
appraisers, of which he was the organ­
izer.
Recently he was for a time head of 
the department of research and plan­
ning of the National Recovery Adminis­
tration.
His participation in the affairs of the 
Institute dates from the beginning of the 
organization. He was president of the 
American Association of Public Ac­
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countants, predecessor of the Institute. 
He became a member of the council of 
the Institute at the reorganization in 
1916 and continued to serve on that body 
until 1927, when he was elected vice- 
president. At various times he has 
served on the executive committee, the 
special war committee, the committee on 
federal legislation, the committee on 
subsidiary organizations, the committee 
on nominations and the committee on ad­
ministration of endowment. He also 
served a term as vice-president of the 
American Institute of Accountants 
Foundation, and for four years just 
prior to his election to the presidency, 
was chairman of the special committee 
on terminology.
He has been continually active in the 
affairs of the New York State Society of 
Certified Public Accountants, of which 
he is a past president.
Colonel Montgomery has also been 
prominent in the international con­
gresses on accounting held in recent 
years. He served as chairman of the 
congress in New York in 1929.
Ch a r l e s  F. R it t e n h o u se ,  Vice-presi­
dent.
Mr. Rittenhouse entered active prac­
tice of accountancy after teaching the 
subject for fifteen years.
He was bom in Ohio and received his 
early education, both preparatory and 
college, in that state. After completing 
his formal education, he taught in priv­
ate schools and colleges.
Mr. Rittenhouse became a certified 
public accountant of Massachusetts in 
1915 and entered practice on his own 
account in 1919. He now has several 
partners in the firm of Charles F. Rit­
tenhouse & Co.
He has been a member of the Massa­
chusetts board of registration of certi­
fied public accountants for the past ten 
years and is now its chairman. He has 
served as president of the Massachusetts 
Society of Certified Public Accountants.
He is a charter member of the Insti­
tute and has participated extensively in 
its various activities. He has served as 
chairman of the committee on arbitra­
tion and the committee on professional 
ethics, and as a member of the special 
committee on procedure, the special com­
mittee on cooperation with bankers and 
the special committee on development of 
accounting principles. He was a mem­
ber of the council from 1930 to 1935 and 
for two years of that time served on the 
executive committee. In 1935 he was 
elected to the council for one year to fill 
a vacancy.
E d w in  H. W ag ner ,  Vice-president.
Mr. Wagner was bom at Laramie 
Wyo., in 1873 and received his formal 
education at Regis College, near Denver, 
Wyoming State University and the law 
school of Washington University, at St. 
Louis.
He lectured on accounting at the 
school of commerce and finance of St. 
Louis University from 1914 to 1922. 
From 1915 to 1919 he was a member of 
the firm of Westermann, Trader & Co., 
and practised on his own account from 
1919 until 1923, when he merged his 
practice with that of Touche, Niven & 
Co., becoming a partner of the firm.
Mr. Wagner has served on the Insti­
tute’s special committee on public af­
fairs, the committee on nominations, the 
special committee on cooperation with 
bankers and the special committee on in­
ventories. He was chairman of the com­
mittee on credentials in 1923-1924 and 
of the special committee on financing the 
bureau of public affairs in 1926-1927. He 
was a member of the council in the year 
1926-1927, and again served in 1935- 
1936.
Mr. Wagner is a past president of the 
Missouri Society of Certified Public Ac­
countants. He served for five years as 
a member of the Missouri state board of 
accountancy.
A r t h u r  W. T ee le , Treasurer.
Mr. Teele, who was re-elected to the 
office of treasurer, is a resident of New 
York, where he has practised since 1891. 
His firm, Patterson, Teele & Dennis, of 
which he was a founder, was organized 
in 1901.
He is a charter member of the Insti­
tute and one of its most active members.
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He served on the special war committee 
in 1917, 1918 and 1919. He was the first 
chairman of the board of examiners, on 
which he served for a number of years. 
He was vice-president in 1919 and 1921, 
and was for five years a member of the 
council. He has served for ten years 
on the executive committee, during seven 
of which he was treasurer. Other com­
mittees on which he has served are those 
on professional advancement, profession­
al ethics, by-laws and administration of 
endowment.
During the world war he was a mem­
ber of the war industries board and later 
was appointed by President Harding to 
the emergency fleet claims committee.
He was president of the New York 
Athletic Club for two years and has been 
a member of the board of governors for
12 years.
J. C h e s t e r  C r a n d e l l , Member o f  c o u n ­
c i l  ( 5  years).
Mr. Crandell is a resident of Boston 
but a native of Salem, Massachusetts, 
where he received his early education. 
He was born in 1887.
He became a certified public account­
ant under the Massachusetts law in 1912 
and for a period was associated with 
Harvey S. Chase & Co., Boston. He is 
now resident partner at Boston of Sco­
vell, Wellington and Co., and is a mem­
ber of the Massachusetts Society of Cer­
tified Public Accountants. He is a char­
ter member of the Institute.
N o r m a n  L o y a l l  M cL a r e n , Member of 
council (5 years).
Mr. McLaren resides in San Francisco 
where he has practised accounting as a 
partner of McLaren, Goode & Co. for 
many years. He has been active in the 
affairs of the profession in his own state 
and as a member of the Institute.
He was born at San Francisco and was 
educated at the Taft School, Watertown, 
Conn., and the University of California, 
from which he received the bachelor’s 
degree. He is a certified public account­
ant of California and has served as pres­
ident of the California State Society of 
Certified Public Accountants.
Mr. McLaren became a member of the 
Institute in 1923 and in 1926 was elected 
to the committee on nominations. Dur­
ing the same year he served on the com­
mittee on meetings. He has also served 
on the special committee on cooperation 
with bankers, the special committee on 
public relations and the committee on 
federal legislation, of which he was 
chairman during the year 1933-1934. In 
1934 he was elected to the council for a 
two-year term,
H u g h  A. S in c l a ir , Member of council
(5 years).
Mr. Sinclair, who practises at Milwau­
kee as a partner of Peat, Marwick, Mit­
chell & Co., is a chartered accountant of 
the Province of Ontario as well as a cer­
tified public accountant under the Wis­
consin accountancy act. He has been a 
member of the Institute since 1933.
Born in Ontario in 1894, he received 
the degree of bachelor of arts from the 
University of Toronto in 1915. From 
1915 to 1919 he served in the British 
army, retiring as a captain. There fol­
lowed several years during which he 
practised law with a Toronto firm of at­
torneys, and in 1926 he joined the New 
York staff of Peat, Marwick, Mitchell 
and Company. In 1928 he went to Mil­
waukee as manager of the firm’s office in 
that city and has since been admitted to 
partnership.
Mr. Sinclair has served both as presi­
dent and as secretary of the Wisconsin 
Society of Certified Public Accountants. 
From 1933 through 1935 he served on 
the special committee on development of 
the Institute.
W il l ia m  J. T a y l o r , Member of council
(5 years).
Mr. Taylor is a charter member of the 
Institute. He resides at Cleveland, Ohio, 
where he is a partner of the firm of Bru­
baker, Fisher & Taylor. Formerly he 
was associated with Nau, Rusk and 
Swearingen. He is a certified public ac­
countant under the Ohio law.
In 1927 Mr. Taylor served as chair­
man of the Institute’s committee on 
meetings.
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Geo r g e  M. T h o m ps o n , Member o f cou n ­
c il (5 years).
Mr. Thompson was born at Leeds, 
England, in 1890 and came to the United 
States in 1913. His home is at Los An­
geles, where he practises under the firm 
name of George M. Thompson & Asso­
ciates.
He has served as president of the Los 
Angeles chapter of the California State 
Society of Certified Public Accountants 
and as vice-president of the California 
State Society, of which he is now a direc­
tor. He was for three years a member 
of the California state board of account­
ancy.
He became a member of the American 
Institute in 1932.
T. D w ig h t  W il l ia m s , Member of coun­
cil (5 years).
Mr. Williams was bom at Shawnee, 
Oklahoma, in 1898. He received his 
early education in the public schools of 
Okmulgee and Checotah.
From 1916 to 1919, with the exception 
of several months during which he 
served in the United States army, Mr. 
Williams was associated with the Oil 
Well Supply Company, Okmulgee. In 
1919 he entered public accounting prac­
tice on his own account in Okmulgee and 
in 1925 became a certified public ac­
countant under the Oklahoma law. In 
1926 he formed a partnership with Ar­
thur Jones. In 1928 he was admitted to 
membership in the Institute. Recently 
he has practised on his own account.
In 1932 Mr. Williams served on the 
Institute’s committee on nominations. 
From 1934 through 1936 he served on 
the special committee on development of 
the Institute.
R ic h a r d  S. W y l e r , Member o f cou n cil
(5 years).
Mr. Wyler is a native of Zurich, Swit­
zerland, where he was bom in 1884. He 
obtained his education in junior college 
and commercial school at Zurich and at 
the Kansas City School of Accounts, 
Law and Finance.
Mr. Wyler came to the United States 
in 1909, and until 1911 he was in the 
employ of a Denver banking institution.
From 1911 to 1916 he was associated 
with a Kansas City wholesale grocery 
company. In 1916 he joined Marwick, 
Mitchell & Co. and in 1920 began prac­
tice on his own account. He now prac­
tises as Richard S. Wyler & Co.
Mr. Wyler was granted a certified pub­
lic accountant certificate under the Mis­
souri law in 1920 and is a member of the 
Kansas City chapter of the Missouri 
Society of Certified Public Accountants. 
He was admitted to the Institute in 1922.
A d r ia n  F. S a n d e r b e c k , Member of coun­
cil (2 years).
Mr. Sanderbeck is a native of Pitts­
burgh where he now practises as a part­
ner of Bachrach, Sanderbeck & Co. He 
was born in 1893 and received his edu­
cation in the Pittsburgh High School, 
the University of Pittsburgh and Du­
quesne University.
He entered public accounting practice 
with Main & Company in 1916. In 1917 
he joined the United States army and 
served for two years in the ordnance 
corps, returning to Main & Company in 
1919. In 1920 he became a certified pub­
lic accountant of Pennsylvania and from 
1922 to 1928 practised on his own ac­
count. In 1929 his present firm was 
formed.
Mr. Sanderbeck served as president of 
the Pennsylvania Institute of Certified 
Public Accountants in the year 1933-
1934. He also served a term as vice- 
president of that organization. He is a 
past chairman and past secretary of the 
Pittsburgh chapter.
W il l ia m  C. H e a t o n , member of council
(1 year).
Mr. Heaton is a partner of W. C. 
Heaton & Co., New York, and is a resi­
dent of New Jersey. He was first ad­
mitted to the Institute in 1922 as an as­
sociate and was advanced to membership 
in 1925.
Born at Cornwall, New York, in 1877, 
and educated at Syracuse and Columbia 
universities, he entered public account­
ing practice after a varied experience as 
school teacher and securities salesman 
and broker.
In 1913 he became associated with 
West & Flint, New York, and later with
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Haskins & Sells, at Watertown, New 
York. In 1916 he became office man­
ager for Henry Holt & Company and 
continued in this capacity until 1920 
when he joined Lybrand, Ross Bros. & 
Montgomery. Mr. Heaton has practised 
on his own account since 1920. He was 
president of the American Society of 
Certified Public Accountants during the 
year 1933-1934.
F e e d  L. M a in , Auditor.
Mr. Main has practised in New York 
as resident partner of Main & Company 
since 1919. He is a native of Titusville, 
Pennsylvania, where he was born in 
1881.
He attended the Titusville public 
grammar and high schools and also the
Oil City Business College. Later he took 
a special course at Columbia University.
In 1917 Mr. Main entered public ac­
counting practice with Main, Squires 
& Company, New York. He is a cer­
tified public accountant of New Jersey,
ATTENDANCE AT
Following are the names of 526 mem­
bers and others, representing 41 states 
and 3 foreign countries, registered at 
the annual meeting of the American In­
stitute of Accountants at Dallas, Oc­
tober 19-22, 1936 :
A l a b a m a
J . D. P. Arnold, Birmingham.
Gilbert Dukes, Mobile.
A rizona
Mr. & Mrs. Claud F. Harmon, Pres­
cott.
A r k a n s a s
Warren E. Banks, Hot Springs.
Russell Brown, Little Rock.
Mr. & Mrs. Roy E. Chase, Little Rock.
J . C. Fuller, Little Rock.
H. W. Hennegin, Little Rock.
Mr. & Mrs. Caddie H. Kinard, El 
Dorado.
Mrs. Bobby McComic, El Dorado.
Mr. & Mrs. Glenn A. Railsback, Pine 
Bluff.
J . L. Swofford, Fort Smith.
C a l if o r n ia
A. DeWitt Alexander, San Francisco.
New York and Pennsylvania and is a 
member of the society of certified public 
accountants in each of those states.
He was admitted to the Institute in 
1929. From 1932 through 1933 he served 
as a member of the special committee on 
development of the Institute.
R u s s e l l  G. R a n k in , Auditor.
Mr. Rankin was bom at Omaha, Neb., 
in 1888, and now resides at New York 
where he is partner of the firm of R. G. 
Rankin & Co.
He was educated in law at National 
University, Washington, D. C., and 
holds C. P. A. certificates from the Dis­
trict of Columbia and several states. He 
is a past president of the District of 
Columbia board of accountancy.
Mr. Rankin became a member of the 
Institute in 1919. In 1924 he was elected 
auditor, and in 1931 was appointed to 
the committee on arbitration. He served 
again as auditor in the year 1935-1936.
ANNUAL MEETING
Myron J . Boedeker, Los Angeles.
Mr. & Mrs. Edwin B. Cassidy, Los 
Angeles.
John C. Essene, Los Angeles.
John F. Forbes, San Francisco.
Mr. & Mrs. Walter B. Gibson, Los 
Angeles.
W. C. Graves, Los Angeles.
Mr. & Mrs. Anson Herrick, San Fran­
cisco.
Phillip A. Hershey, San Francisco.
Mr. & Mrs. G. R. Keast, San Fran­
cisco.
Lewis Lilly, San Francisco.
Donald Mactavish, Los Angeles.
N. L. McLaren, San Francisco.
George W. Sims, Fresno.
George M. Thompson, Los Angeles.
Henry M. Thompson, Los Angeles.
Mr. & Mrs. George E. Walling, Los 
Angeles.
C olorado
Mr. & Mrs. Arthur L. Baldwin, Den­
ver.
William D. Morrison, Denver.
Allen Redeker, Denver.
W. M. Trant, Colorado Springs.
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Connecticut 
Mr. & Mrs. J. William Hope, Bridge­
port.
D elaware 
Mr. & Mrs. Alfred Coe, Wilmington.
D istrict of Columbia 
Carman G. Blough, Washington. 
William Gordan Buchanan, Washing­
ton.
James A. Councilor, Washington. 
Spencer Gordon, Washington.
J. B. Grice, Washington.
Mr. & Mrs. J. Marvin Haynes, Wash­
ington.
Wayne Kendrick, Washington. 
Murray Latimer, Washington.
D. W. Springer, Washington.
F lorida 
Roger W. Cole, Lakeland.
Mr. & Mrs. R. Warner Ring, Miami.
Georgia 
George C. Baird, Augusta.
Mr. & Mrs. William J. Carter, At­
lanta.
Mrs. E. W. Gottenstrater, Atlanta. 
Stephen B. Ives, Atlanta.
W. C. Jackson, Atlanta.
U. A. Morton, Atlanta.
Mr. & Mrs. W. R. Osborn, Atlanta. 
Idaho
Jeremiah W. Robinson, Boise.
Illinois 
R. O. Berger, Chicago.
Harry Boyack, Chicago.
Warren T. Brown, Decatur.
Mr. & Mrs. Arthur C. Droegemuel­
ler, Chicago.
Mr. & Mrs. Fred J. Duncombe, Chi­
cago.
George P. Ellis, Chicago.
Stephen Gilman, Chicago.
Dr. H. M. Gray, Champaign.
Charles H. Langer, Chicago.
George R. Lautenbach, Chicago.
C. H. Lee, Chicago.
James P. McGregor, Chicago.
Mr. & Mrs. F. J. Munchalfen, Joliet. 
Mr. & Mrs. Charles Passmore, Chi­
cago.
G. W. Rossetter, Chicago.
Mr. & Mrs. George V. Rountree, Chi­
cago.
Mr. & Mrs. W. T. Sunley, Chicago.
C. R. Whitworth, Chicago.
I ndiana
E. D. Farmer, Indianapolis.
Mr. & Mrs. O. L. Hayes, Indianapolis. 
W. M. Madden, Indianapolis.
Mr. & Mrs. George Olive, Indian­
apolis.
Mr. & Mrs. T. G. Thurston, Indianap­
olis.
I owa
Mr. & Mrs. M. E. Brooks, Dubuque. 
Mr. & Mrs. L. H. Keightley, Sioux 
City.
Mr. & Mrs. I. B. McGladrey, Cedar 
Rapids.
Kansas
Mr. & Mrs. J. K. Brelsford, Topeka. 
Mr. & Mrs. H. W. Gifford, Topeka. 
Mr. & Mrs. Cliff C. Stevenson, Pitts­
burgh.
Kentucky 
Mr. & Mrs. William Cotton, Louis­
ville.
Mr. & Mrs. Robert Miller, Louisville.
L ouisiana 
Mr. & Mrs. B. D. Battle, Shreveport.
F. H. Connally, Shreveport.
E. J. DeVerges, New Orleans.
Mr. & Mrs. Ralph B. Eglin, Shreve­
port.
H. G. Frazer, Monroe.
Mr. & Mrs. John F. Hartmann, New 
Orleans.
Miss Olga Hartmann, New Orleans. 
Mr. & Mrs. R. B. Hawthorn, Baton 
Rouge.
Mr. & Mrs. R. J. Legardeur, New Or­
leans.
Miss Doris Mesmen, Hammond.
Henry J. Miller, New Orleans. 
Edward S. Rittler, New Orleans. 
Walter S. Savage, Monroe.
Archie M. Smith, New Orleans. 
Thomas A. Williams, New Orleans. 
Frank Youngman, New Orleans.
Maryland 
Charles W. Hatter, Baltimore.
Mr. & Mrs. Herbert L. Langrall, Bal­
timore.
Massachusetts 
J. Chester Crandell, Boston.
Earl M. French, Boston.
James D. Glunts, Boston.
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Harold A. Mock, Boston.
Edwin L. Pride, Boston.
Mr. & Mrs. C. F. Rittenhouse, Boston. 
Mr. & Mrs. Richard D. Seamans, Bos­
ton.
Mr. & Mrs. Homer N. Sweet, Boston. 
Mrs. Ruth M. Welton, Boston.
Michigan
E. J. Barr, Detroit.
Thomas H. Evans, Detroit.
Roland B. Keayes, Detroit.
John P. Leyhan, Detroit.
Minnesota 
Mr. & Mrs. G. C. Ludolph, Minneap­
olis.
Mr. & Mrs. Earl A. Waldo, Minneap­
olis.
Missouri
Mr. & Mrs. Parry Barnes, Kansas 
City.
Mr. & Mrs. A. J. Benner, St. Louis. 
Mr. & Mrs. William Charles, St. Louis. 
Mr. & Mrs. C. W. Demond, Clayton. 
Mr. & Mrs. C. S. Dobson, Joplin.
Tom C. Hansen, Kansas City.
Mr. & Mrs. Proctor H. Kerr, Kansas 
City.
E. G. H. Kessler, St. Louis.
Mr. & Mrs. John J. Lang, St. Louis. 
Mr. & Mrs. George Little, Joplin.
Mr. & Mrs. J. M. Neumayer, St. Louis. 
Mr. & Mrs. A. J. Saxer, St. Louis.
Mr. & Mrs. L. W. Tracy, St. Louis. 
Mr. & Mrs. E. H. Wagner, St. Louis. 
R. S. Wyler, Kansas City.
Montana 
Mr. & Mrs. A. J. Rowland, Miles City.
N ebraska 
Mr. & Mrs. Elton C. Loucks, Omaha.
N ew  J ersey 
William F. Ackerson, Newark.
Julius E. Flink, Newark.
Aaron Smith, Atlantic City.
N ew  Mexico 
W. E. Hammond, Albuquerque.
Mr. & Mrs. Rodney B. Horton, Al­
buquerque.
C. L. Linder, Albuquerque.
J. Bryan Stephenson, Albuquerque.
New Y ork 
Alexander Banks, New York.
J. C. Burton, New York.
Harold R. Caffyn, New York.
John L. Carey, New York.
Col. Arthur H. Carter, New York. 
George Cochrane, New York.
Mr. & Mrs. Sanders Davies, New York. 
Walter N. Dean, New York.
A. S. Fedde, New York.
Mr. & Mrs. H. B. Fernald, New York. 
P. W. R. Glover, New York.
Mr. & Mrs. R. J. Hannon, Troy.
Miss Janet Hannon, Troy.
Mr. & Mrs. William C. Heaton, New 
York.
Mr. & Mrs. T. B. G. Henderson, New 
York.
Gordon M. Hill, New York.
Mr. & Mrs. James F. Hughes, New 
York.
Mr. & Mrs. F. H. Hurdman, New 
York.
Roy B. Kester, New York.
Mr. & Mrs. Joseph J. Klein, New 
York.
Edwin E. Leffler, Buffalo.
N. J. Lenhart, New York.
Mr. & Mrs. Simon Loeb, New York. 
John T. Madden, New York.
J. Arthur Marvin, New York.
Mr. & Mrs. Charles E. Mather, New 
York.
W. D. McGregor, New York.
S. C. McLeod, New York.
Henry E. Mendes, New York.
Philip N. Miller, New York.
Col. & Mrs. R. H. Montgomery, New 
York.
Mr. & Mrs. Oscar L. Niles, Rochester. 
John B. Niven, New York.
I. Graham Pattinson, New York.
M. E. Peloubet, New York.
Knox B. Phagan, New York.
Mr. & Mrs. R. H. Prytherch, New 
York.
Arthur F. Reeve, New York.
Mr. & Mrs. C. M. Riedell, New York. 
Leland Rex Robinson, New York.
J. S. Seidman, New York.
T. T. Shaw, New York.
Mr. & Mrs. Otto Shults, Rochester. 
Prior Sinclair, New York.
Charles M. Smith, New York.
Mr. & Mrs. R. F. Starkey, New York. 
Mr. & Mrs. Walter A. Staub, New 
York.
Victor H. Stempf, New York.
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Arthur W. Teele, New York.
Mr. & Mrs. Charles H. Towns, New 
York.
Mr. & Mrs. C. Oliver Wellington, New 
York.
N orth Carolina 
John C. Muse, Sanford.
Ohio
Mr. & Mrs. A. M. Dewey, Cleveland. 
Mr. & Mrs. Y. J. Moore, Cleveland. 
Mr. & Mrs. H. A. Swearingen, Cleve­
land.
W. J. Taylor, Cleveland.
Hugh E. Wall, Dayton.
Mr. & Mrs. R. E. Warren, Cleveland.
Oklahoma 
Ford L. Billups, Oklahoma City.
Mr. & Mrs. W. L. Clark, Tulsa.
John R. Cowan, Tulsa.
O. R. Davis, Oklahoma City.
L. H. Gambill, Pawhuska.
Earl L. Hogard, Tulsa.
Mr. & Mrs. C. E. McCune, Tulsa.
J. T. Morehead, Tulsa.
Herman Muhlherr, Tulsa.
Mr. & Mrs. E. E. Parsons, Tulsa.
Mr. & Mrs. W. J. Philp, Tulsa.
G. A. Savage, Tulsa.
Mr. & Mrs. Alexander P. Smith, Tulsa. 
Mr. & Mrs. V. S. Tilly, Tulsa.
Mr. & Mrs. Ross T. Warner, Tulsa. 
Mr. & Mrs. T. Dwight Williams, Okla­
homa City.
L. E. Wood, Oklahoma City.
Oregon 
J. C. Goldrainer, Portland.
Ray H. Lesher, Portland.
Mr. & Mrs. Herbert W. McIntosh, 
Portland.
Ralph B. Stratford, Portland.
P ennsylvania 
Mr. & Mrs. J. N. Aitken, Jr., Phila­
delphia.
H. O. Boord, Washington.
Wil]-A. Clader, Philadelphia.
William F. Marsh, Pittsburgh.
J. K. Mathieson, Philadelphia.
Mr. & Mrs. Joseph M. Pugh, Phila­
delphia.
Mr. & Mrs. Charles S. Rockey, Phila­
delphia.
Mr. & Mrs. T. Edward Ross, Philadel­
phia.
Mr. & Mrs. A. F. Sanderbeck, Pitts­
burgh.
Francis Small, Philadelphia.
Mr. & Mrs. William H. Welcker, 
Philadelphia.
Mr. & Mrs. J. H. Zebley, Jr., Phila­
delphia.
R hode  I sl a n d  
H. E. Howell, Providence.
T e n n e s s e e  
M. O. Carter, Memphis.
Mr. & Mrs. Oliver P. Cobb, Memphis. 
Miss Anna Louise Cobb, Memphis. 
Mr. & Mrs. H. Van Hooser, Chat­
tanooga.
Mr. & Mrs. Harry Jay, Memphis.
Mr. & Mrs. James A. Matthews, 
Memphis.
Mr. & Mrs. Thomas M. McIntyre, 
Nashville.
Mr. & Mrs. Hilary H. Osborn, Nash­
ville.
P. K. Seidman, Memphis.
Mr. & Mrs. William A. Smith, Mem­
phis.
G. A. Watson, Memphis.
T e x a s
Mr. & Mrs. F. F. Alford, Dallas. 
John B. Allred, Wichita Falls.
Mr. & Mrs. Raymond T. Anderson, 
Dallas.
Mr. & Mrs. J. F. S. Arthur, Dallas. 
Mr. & Mrs. G. S. Bancroft, Wichita 
Falls.
Mr. & Mrs. Jean F. Barry, Dallas.
Mr. & Mrs. W. O. Bartle, Houston. 
Ben E. Becker, Dallas.
Mr. & Mrs. H. A. Berry, Dallas.
H. C. Bethea, Houston.
Mr. & Mrs. J. G. Bixler, El Paso.
Mr. & Mrs. D. R. Bonner, Dallas. 
Walter C. Burer, Sugarland.
Mr. & Mrs. James B. Burleson, Dallas. 
Mr. & Mrs. E. R. Burnett, Dallas.
W. Frank Carter, Dallas.
Mr. & Mrs. D. C. Chorpening, Austin. 
W. T. Chumney, San Antonio.
J. C. Cobb, Houston.
Mr. & Mrs. G. Y. Davidson, Houston. 
Mr. & Mrs. Ben M. Davis, Abilene. 
Mr. & Mrs. W. A. Dunning, Dallas. 
Mr. & Mrs. Shelton Durrenberger, 
Dallas.
Marquis G. Eaton, San Antonio.
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Mrs. H. D. Edwards, Dallas.
Mr. & Mrs. H. W. Ewing, Tyler.
B. R. Ferguson, Lubbock.
Mr. & Mrs. Laurence H. Fleck, Dallas. 
Mr. & Mrs. Luke B. Garvin, Dallas. 
H. W. Goodson, Dallas.
Mr. & Mrs. Everett P. Green, Dallas. 
Mr. & Mrs. C. M. Grider, El Paso. 
Mr. & Mrs. J. C. Harris, Dallas.
Mr. & Mrs. Manfred Holck, Austin. 
Mr. & Mrs. K. W. Hurst, Tyler.
Mr. & Mrs. J. E. Hutchinson, Dallas. 
Mr. & Mrs. J. E. Hutchinson, Jr., 
Dallas.
F. E. Kepple, Fort Worth.
H. S. Lake, Dallas.
T. W. Leland, College Station.
Neal Marrin, Fort Worth.
Mr. & Mrs. O. H. Maschek, Beaumont. 
Mr. & Mrs. Forrest Mathis, Dallas. 
Herman F. Mazur, Port Arthur.
D. P. McAlpine, Dallas.
Mr. & Mrs. C. N. McClendon, Houston. 
Joseph McElroy, Dallas.
E. A. McMahon, Dallas.
C. F. Milledge, Houston.
C. E. Miller, Waco.
R. I. Mehan, Galveston.
T. W. Mohle, Houston.
Clifton H. Morris, Fort Worth.
Mr. & Mrs. A. G. Moss, Dallas.
Mr. & Mrs. B. S. Mothershead, Har­
lingen.
Mr. & Mrs. A. M. Muse, San Antonio. 
J. H. Nance, Dallas.
Mr. & Mrs. H. T. Nelson, Dallas.
Mr. & Mrs. J. R. Nelson, Dallas.
Mr. & Mrs. L. C. Nye, Dallas.
Fred E. Pflughaupt, San Antonio.
C. R. Phelps, Beaumont.
J. A. Phillips, Houston.
Roy L. Pope, San Antonio.
Mr. & Mrs. W. D. Prince, Dallas. 
Wiott W. Rankin, Dallas.
H. W. Regester, Corsicana.
Mr. & Mrs. N. O. Richardson, Beau­
mont.
J. A. Richker, Fort Worth.
H. V. Robertson, Amarillo.
Mr. & Mrs. F. G. Rodgers, San Antonio. 
Mr. & Mrs. C. H. Schoolar, Dallas.
H. L. Sherrill, San Antonio.
Clinton E. Smith, San Antonio.
Mr. & Mrs. Lloyd B. Smith, Dallas.
Mevis R. Smith, Abilene.
Lyle R. Sproles, Fort Worth.
Mr. & Mrs. Arthur Squyres, Tyler. 
Merle J. Stewart, Big Spring.
Mr. & Mrs. J. L. Surber, San Antonio. 
Mr. & Mrs. Frank C. Taylor, Dallas. 
Mr. & Mrs. Felix T. Terry, Houston. 
A. C. Upleger, Waco.
William M. L. Wagner, Dallas.
Merle E. Webb, Dallas.
T. C. Webb, Waco.
Mrs. M. E. Wellborn, Dallas.
Mr. & Mrs. Kenneth B. White, Dallas. 
Frank L. Wilcox, Waco.
Mr. & Mrs. J. Harry Williams, Dallas. 
George G. Yates, Temple.
F. W. Yeager, Dallas.
U tah
William J. Balser, Salt Lake City.
Mr. & Mrs. Wilford A. Beesley, Salt 
Lake City.
Mr. & Mrs. L. G. Kelly, Salt Lake City. 
Mr. & Mrs. Ralph L. Neilson, Salt 
Lake City.
V irginia 
Hugh L. Dickerson, Richmond.
Mr. & Mrs. W. L. Elkins, Richmond. 
C. S. Goldston, Richmond.
Mr. & Mrs. Alfred N. Hilton, Norfolk. 
Mr. & Mrs. W. R. Tolleth, Norfolk.
L. E. Watson, Norfolk.
W ashington 
James M. McConahey, Seattle.
Mr. & Mrs. R. C. Mounsey, Seattle. 
Neil Sexton, Seattle.
W est V irginia 
Mr. & Mrs. H. S. Hutzell, Wheeling.
W isconsin 
Carl E. Dietze, Milwaukee.
C. I. Smith, Green Bay.
W yoming 
Mr. & Mrs. Kenneth Cox, Sheridan. 
F oreign Representatives
Mexico, D. F.
Roberto Casas Alatriste.
Mr. & Mrs. Alfredo Chavero.
North-China 
Emil S. Fischer, Tientsin.
Canada
Mr. & Mrs. George E. Winter, Van­
couver, B. C.
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PUBLICATION OF "YEARBOOK" 
DEFERRED
Publication of the 1936 Yearbook of 
the American Institute of Accountants 
will be deferred until it is possible to 
include in the lists of members all those 
who have been admitted as a result of 
the consolidation of the Institute and 
the American Society of Certified Pub­
lic Accountants. The Yearbook is ex­
pected to appear about the end of Janu­
ary.
ONE NATIONAL ORGANIZATION
The phrase “ One national organiza­
tion"  need no longer be enclosed in quo­
tation marks. It has become a reality, 
with the approval by mail vote, by a 
majority of all the members of the In­
stitute, of amendment to article II of 
the Institute’s by-laws, providing for ad­
mission of all members of the American 
Society of Certified Public Accountants 
in good standing August 31, 1936, who 
elect to be admitted. The vote on this 
amendment was as follows:
Entitled to vote.................. 2835
In favor .......................1571
Against ......................... 70
The president declared the amendment 
effective as of November 21, 1936, and 
steps were immediately taken to transfer 
to the Institute those members of the 
Society who had elected to become mem­
bers or associates. At the date when this 
Bulletin goes to press members and asso­
ciates have actually been transferred and 
have been notified of the fact, bringing 
the membership at December 10, 1936, 
to 4,334.
With these final steps, therefore, the 
Institute suddenly finds itself practi­
cally double its previous size, and with 
greatly enlarged resources. The officers 
are eager to dispose rapidly of the final 
details of organization and administra­
tion, so that a program of constructive 
effort on behalf of the whole profession
may be launched on a scale greater than 
ever before.
Among other things, the executive 
committee has under consideration sug­
gested plans for continuation of a Wash­
ington office. Arrangements have al­
ready been made whereby publication of 
the Certified Public Accountant will be 
continued by the Institute in place of 
the present monthly Bulletin.
In view of the imminent publication 
of the 1936 Yearbook of the Institute 
which is expected to appear toward the 
end of January, it has been decided not 
to publish in the Bulletin the names of 
all those members and associates admit­
ted through the merger. Their names 
and addresses will, of course, be included 
in the membership lists as published in 
the year-book.
All amendments to the by-laws sub­
mitted for mail vote in the ballot dated 
October 29, 1936, were approved by the 
membership with relatively few negative 
votes. They have been declared effective 
by the president. An explanation of 
each of these amendments appeared in 
the November Bulletin.
Following notification to members of 
the Society who had elected to be trans­
ferred to the Institute, that the transfer 
had been accomplished, another mail 
ballot, dated December 3, 1936, was sub­
mitted to all the members for a vote by 
mail on the questions relating to change 
of name and so-called “ regional repre­
sentation."
The nature of these amendments and 
the manner in which they were proposed 
was explained fully in the November is­
sue of the Bulletin, and a copy of this 
explanation will be sent to any member 
who desires it.
As this Bulletin goes to press too few 
ballots have been returned to indicate 
what the result of the vote may be.
Pamphlet reprints of the by-laws as 
they now exist, including amendments 
up to December 3rd, have been sent to 
all members to assist them in voting in­
telligently on the proposals now before 
them.
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ELECTION OF MEMBERS
In the absence of protest, the presi­
dent has declared elected, as members 
and associates respectively, 49 applicants 
whose election was recommended by the 
board of examiners and approved by the 
council.
Following are the new members and 
associates:
A d v a n c e d  t o  M e m b e r s h ip
Audie John Lynn, Louisville 
R. C. Mounsey, Seattle 
Gershom Arthur Savage, Tulsa
A d m it t e d  a s  M e m b e r s
Irving J. Angell, Springfield, Mass.
Harry W. Babineau, Bridgeport
George D. Bailey, Detroit
Arnold L. Barrett, Detroit
Clyde A. Brown, Roanoke
William Sherman Dent, Denver
Dante Fava, Jamaica
John E. O. Feller, Cleveland
Elmer E. Fox, Wichita
Paul Fox, New York
Milton L. Ganly, New York
John H. Garrison, New York
Frank Ellwood Hanson, New York
John B. Hart, New York
Joseph F. Kehoe, San Francisco
Nathaniel Kramer, New York
Harold C. Lang, New York
John F. Long, San Francisco
Maurice A. Martin, Washington, D. C.
J. Royden Nelson, Seattle
Frank B. Nixdorff, New York
William H. Nussbaum, Carlstadt, N. J.
Thomas M. O’Neill, Philadelphia
George A. Owen, New York
Roger A. Pellaton, New York
Joseph L. Pflug, Atlanta
Emil G. Randau, Milwaukee
Louis A. Rifkin, New York
Percy R. Rogers, Washington, D. C.
I. Arnold Ross, New York 
Harold Stanley Russell, Rochester
C. Burdette Sadler, Los Angeles 
Harry A. Schultz, Harrisburg 
Allan Semple, New York 
Richard J. Shipway, Sioux City 
Jay C. Van Kirk, New Orleans 
Kenneth Russell White, Louisville 
Roy E. Williams, Philadelphia
A d m it t e d  a s  A s s o c ia t e s  
Douglas M. Burns, Seattle 
Otis J. Chamberlain, New Orleans 
Robert I. Foster, Boston 
Manfred Holck, Austin 
Samuel W. Levitan, Washington, D. C. 
John MacLachlan, New York 
J. Harold Rees, Washington, D. C.
D. B. Springer, Cleveland
APPOINTMENTS
The president has appointed the fol­
lowing committees to serve for the fiscal 
year, 1936-1937:
Committee on Accounting Procedure
Paul K. Knight, Chairman, New York. 
Samuel J. Broad, New York.
Anthony Jaureguy, Massachusetts.
P. W. Pinkerton, Pennsylvania. 
George Rossetter, Illinois.
Prior Sinclair, New York.
(One vacancy).
Committee on Budget and Finance
P. W. R. Glover, Chairman, New 
York.
J. K. Mathieson, Pennsylvania.
I. Graham Pattinson, New York.
Committee on By-Laws
George Cochrane, Chairman, New 
York.
R. W. E. Cole, California.
James J. Hastings, New Jersey. 
Harold A. Mock, Massachusetts.
Frank L. Wilcox, Texas.
Committee on Credentials
Simon Loeb, Chairman, New York. 
Harold J. Beairsto, New York. 
Walter N. Dean, New York.
W. J. Forster, New York.
Martin F. Kortjohn, New York.
Committee on Meetings
P. W. R. Glover, Chairman, New 
York.
Allan Davies, New York.
A. S. Fedde, New York.
Committee on Publication
C. Oliver Wellington, Chairman, New 
York.
P. F. Brundage, New York.
Henry B. Fern ald, New York.
Frank Wilbur Main, Pennsylvania. 
M. E. Peloubet, New Jersey.
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Committee on State Legislation
Charles H. Towns, Chairman, New 
York.
Gordon S. Battelle, Ohio.
William Charles, Missouri.
G. Charles Hurdman, New York.
A. H. Puder, New Jersey.
Special Committee on Commercial 
Arbitration
John A. Conlin, Chairman, New Jer­
sey.
G. Russell Brown, Arkansas.
J. Pryse Goodwin, New York.
Allen Redeker, Colorado.
John J. White, New Jersey.
Special Committee on Cooperation with 
Bankers
A. S. Fedde, Chairman, New York.
J. N. Aitken, Pennsylvania.
James F. Hughes, New York.
J. R. Nelson, Texas.
Charles Passmore, Illinois.
Philip Saunders, Massachusetts.
A. J. Saxer, Missouri.
Special Committee on Cooperation with 
Investment Bankers 
Alexander S. Banks, Chairman, New 
York.
Melville Coursen, New York.
S. D. Leidesdorf, New York.
Harold B. Simpson, New York. 
Thomas A. Williams, Louisiana.
Special Committee on Coöperation with 
State Securities Commissioners 
Lewis Ashman, Chairman, Illinois. 
Henry J. Miller, Louisiana.
J. Carl Parry, Pennsylvania.
Charles H. Schoolar, Texas.
Rodney F. Starkey, New York.
Special Committee on Cooperation with 
Stock Exchanges 
Frederick H. Hurdman, Chairman, 
New York.
Archibald Bowman, New York. 
Arthur H. Carter, New York.
George Cochrane, New York.
Paul K. Knight, New York.
Geoffrey G. Rowbotham, New York. 
Walter A. Staub, New York.
Special Committee on Federal Corporation 
Law
Lewis Lilly, Chairman, California. 
William H. Ball, Michigan.
James Councilor, District of Colum­
bia.
Carl Penner, Wisconsin.
P. W. Pettengill, Illinois.
Special Committee on Governmental 
Accounting
George P. Ellis, Chairman, Illinois.
T. Coleman Andrews, Virginia.
R. J. Hannon, New York.
Proctor H. Kerr, Missouri.
Lloyd Morey, Illinois.
K. W. Parham, North Carolina. 
William H. Welcker, Pennsylvania. 
Special Committee on Social Security Act 
Harold C. Anderson, Chairman, Dis­
trict of Columbia.
Alexander H. Beard, New York.
J. Chester Crandell, Massachusetts.
C. Vaughan Darby, District of Colum­
bia.
Goodwin P. Graham, District of Co­
lumbia.
David L. Milne, New York.
Special Committee on State Corporation 
Laws
Philip S. Suffern, Chairman, New 
York.
David Himmelblau, Illinois.
George Kingsley, New Jersey.
I. H. Krekstein, Pennsylvania.
W. D. Morrison, Colorado.
H. T. Scovill, Illinois.
Albert J. Watson, California. 
Committee on Terminology 
Eric L. Kohler, Chairman, Illinois. 
Alexander H. Beard, New York. 
Stephen Gilman, Illinois.
Joseph J. Klein, New York.
Norman J. Lenhart, New York. 
Walter Mucklow, Florida.
Gabriel A. D. Preinreich, New York. 
Special Committee on Cooperation with 
Securities and Exchange 
Rodney F. Starkey, Chairman, New 
York.
Samuel J. Broad, New York.
Charles B. Couchman, New York. 
Andrew Stewart, New York.
Homer N. Sweet, Massachusetts.
C. O. Wellington, New York.
Special Committee on Natural Business 
Year
Ralph S. Johns, Chairman, New Jer­
sey.
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Charles B. Couchman, New York. 
William R. Donaldson, New York.
J. William Hope, Connecticut.
Francis E. Welch, Rhode Island. 
Committee on Federal Taxation
Victor H. Stempf, Chairman, New 
York.
Berl G. Graham, Ohio.
Wayne Kendrick, District of Colum­
bia
J. S. Seidman, New York.
Clarence L. Turner, Pennsylvania.
Committee on Arbitration
Edw. S. Rittler, Chairman, Louisiana. 
William Cotton, Kentucky.
Henry M. Thomson, California.
Special Committee on Public Utility Ac­
counting
Joel M. Bowlby, Chairman, Illinois. 
George D. Bailey, Michigan.
Einar C. Christensen, Pennsylvania. 
Paul Grady, New York.
Henry A. Home, New York.
E. B. McGuinn, Illinois.
Walter A. Staub, New York.
Special Committee on Savings and Loan 
Accounts
Frank S. Glendening, Pennsylvania. 
Leo P. Gallagher, Illinois.
Morris Hoenig, New Jersey.
A. P. McCarroll, New York.
I. B. McGladrey, Iowa.
EXAMINATION RESULTS
The papers of 520 candidates who sat 
for the Institute’s examinations on No­
vember 12th and 13th in states which 
have adopted the Institute’s plan of co­
operation have been graded by the Insti­
tute’s examiners.
The results, as reported to the state 
boards on December 12th, showed that 
69% were passed in auditing, 68% were 
passed in commercial law, and 8% were 
passed in accounting theory and prac­
tice.
At the May, 1936, examinations, 59% 
were passed in auditing, 45% were 
passed in commercial law, and 9% were 
passed in accounting theory and prac­
tice.
Altogether 29 state and territorial 
boards used the Institute’s examinations.
RUFUS RICKER
Rufus Ricker, a charter member of the 
American Institute of Accountants, died 
on July 16th at the age of 86.
Mr. Ricker was bom at Davenport, 
Iowa, and for many years practised in 
that state as a certified public account­
ant. For the past five years he had 
made his home with relatives at San 
Benito, Texas.
PROFESSIONAL ETHICS
The chairman of the committee on 
professional ethics has authorized the 
following statement for the information 
of the membership:
“ Following the merger of the two na­
tional accounting organizations there 
may be some questions regarding princi­
ples of professional conduct which mem­
bers of the single national organization 
will be asked to uphold, and a brief sum­
mary of these principles may be in order 
at this time.
“ Since the Institute is the continuing 
national organization its by-laws and 
rules of professional conduct remain in 
force unless or until they are amended 
in the regular manner, and the commit­
tee on professional ethics is, of course, 
bound to act in accordance therewith. 
In the event of a complaint, the commit­
tee must, according to its collective con­
science, determine whether a prima-facie 
violation is indicated. If so, it is then 
required to report the case for a hearing 
before the council sitting as a trial 
board.
“ Any member or associate of the In­
stitute has the right to suggest changes 
in the rules. Those suggestions will be 
considered by the council, which has the 
authority to amend the rules if it so de­
sires.
“ By custom the committee on profes­
sional ethics has assumed the right to 
advise members and associates on ques­
tions of ethics or etiquette which may 
disturb them. However, if the commit­
tee finds it is unable to express an opin­
ion on a given question, this shall not be 
construed as an endorsement of a pos­
6
Bulletin of American Institute o f Accountants
sible course of action which may be sug­
gested in the question.
“ In the course of the history of the 
Institute about 45 actual trials have 
been conducted. Many hundreds of cases 
have been disposed of without recourse 
to the trial board, through the coöpera­
tion of the member against whom the 
complaint had been made, in agreeing 
to discontinue the objectionable proced­
ure which had caused the complaint.
“ The program of activities of the In­
stitute for the fiscal year 1936-1937, pub­
lished under the authority of the execu­
tive committee, empowers the committee 
on professional ethics to ‘inform the 
membership of the decisions and opin­
ions reached, so far as it may be appro­
priate to do so, in order that the Insti­
tute’s findings may be available as a 
guide to all members.’ From time to 
time as it seems practicable and appro­
priate the committee may release to the 
membership summaries of its decisions 
on various questions or complaints, for 
consideration and discussion, which may 
lead to crystallization of the opinions of 
the membership as a whole on controver­
sial points.
“ A brief summary of the provisions 
governing professional conduct of mem­
bers of the Institute may be helpful at 
this time.
“ Article V, section 4, provides that a 
member or an associate renders himself 
liable to suspension or expulsion by the 
council sitting as a trial board for eight 
specified causes, including the following: 
(1) if he infringes any of the by-laws 
or any of the rules of professional con­
duct as approved by the council of the 
Institute; (2) if he is held by the coun­
cil to be guilty of an act discreditable to 
the profession; and (3) if his certificate 
as a certified public accountant is re­
voked or withdrawn. The council holds 
the rules of professional conduct to be 
supplementary to these clauses of the 
by-laws. In other words, the fact that 
a particular course of conduct is not 
mentioned in the twelve formal rules of 
professional conduct does not imply that 
it will be condoned—if, for example, it 
should fall under the general provis­
ions of the by-laws relating to ‘an act 
discreditable to the profession.’
" The rules themselves briefly deal 
with the following matters:
“ 1. Conditions under which the 
designation ‘Member or associate of the 
American Institute of Accountants’ may 
be properly used by an individual or 
firm.
“ 2. Misstatement or omission of fact 
from accountancy statements which is 
wilful or the result of gross negligence.
“ 3. Prohibition against a member’s 
permitting another person to practise in 
his name as a public accountant who is 
not a member or an associate of the In­
stitute or in partnership with the mem­
ber concerned or in his employ on a sal­
ary.
“ 4. Prohibition against a member’s 
giving or accepting commissions or brok­
erage in dealing with persons who are 
not professional accountants.
“ 5. Engaging in activities inconsist­
ent with the practice of accountancy.
“ 6. Certification of statements not 
prepared under the supervision of the 
member himself, his partner, his em­
ployee or other accredited member of the 
profession.
“ 7. Efforts to alter a law affecting 
the practice of the profession without 
notifying the Institute.
“ 8. Solicitation of clients of another 
member or associate of the Institute.
“ 9. Offering employment to an em­
ployee of a fellow member or associate.
“ 10. Acceptance of contingent fees 
in other than tax cases.
“ 11. Advertising through the mail, 
in the public prints, by circular letters 
or otherwise.
“ 12. Acting as an officer, director or 
in other capacities in a school which con­
ducts its operations in a manner discred­
itable to the profession.
“ In addition to the formal rules, the 
Institute and the council have adopted 
resolutions of an admonitory nature to 
the following effect:
“ 1. That the practice of accountancy 
by a corporation, i.e. ‘audit companies,’ 
is detrimental to the best interests of 
the profession.
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“ 2. That estimates of earnings con­
tingent upon future transactions should 
not be certified nor should an accountant 
permit his name to be used in conjunc­
tion with such estimates in a manner 
which might mislead anyone.
“ 3. That no member should certify 
the financial statements of any enter­
prise in which he is the owner of a sub­
stantial financial interest.
“ 4. That competitive bidding for 
professional accounting engagements is 
not to the best interests of the profes­
sion.
“ The committee recommends that all 
newly elected members of the Institute 
carefully read the by-laws, rules and 
resolutions to which reference is made 
in this article.’’
The committee on professional ethics 
elected by the council for the fiscal year
1936-1937 is as follows:
Philip N. Miller, New York, Chairman. 
Robert O. Berger, Illinois.
Stanley G. H. Pitch, Massachusetts. 
Wayne Kendrick, District of Columbia. 
Paul K. Knight, New York.
SCHOLARSHIP AWARD
The John P. Forbes medal, presented 
annually by the California State Society 
of Certified Public Accountants to the 
candidate who receives the highest grade 
in the examinations for the certified 
public accountant certificate of that 
state, has been awarded this year to 
Lewis William Butterfield, of Los An­
geles. Mr. Butterfield received the high­
est grades of the 262 candidates who 
sat for the examinations in November, 
1935, and May, 1936.
REPORTS OF ACTIVITIES
The Pennsylvania Institute of Certi­
fied Public Accountants has recently 
adopted a form of report of individual 
activities on which members are re­
quested to report currently to the secre­
tary of the Institute public addresses 
delivered, articles or books published, 
and public service or appointments. The 
form also has a place for notice of 
change of address or firm affiliation.
LECTURE AND STUDY GROUP
The third of the New York meetings 
of the lecture and study group of the 
American Institute of Accountants was 
held on December 2nd at the Victoria 
Hotel for further discussion of the ac­
counting procedure under federal rev­
enue legislation. This was the third 
meeting devoted to that general topic.
The discussion was led by Emil T. 
Weiler. Mr. Weiler spoke of recent de­
cisions affecting computation of net in­
come for federal income-tax returns. In 
responding to questions from the floor 
he was assisted by W. L. Ashbaugh and 
Philip N. Miller.
Interest in these informal meetings 
continues unabated. They are designed 
primarily for staff members and young­
er partners, and attendance is limited to 
members and associates of the Institute. 
Discussion at each meeting is preceded 
by dinner which is served at 6 :30 P. M. 
Those unable to attend dinner should be 
present by 7 :30 P. M., when the discus­
sion is opened.
A meeting is planned for January 
13th at the Victoria Hotel. The subject 
for discussion will be announced later to 
those who have indicated that they wish 
to receive announcements.
INCORPORATION OF MONTANA  
SOCIETY
Helena newspapers on November 22nd 
announced that articles of incorporation 
had been issued to the Montana Society 
of Certified Public Accountants.
It was reported that the new organi­
zation has among its purposes to “ cul­
tivate, promote and disseminate knowl­
edge and information concerning ac­
counting and subjects related thereto; 
to establish and maintain high standards 
of integrity, honor and character among 
certified public accountants; to furnish 
information regarding accountancy and 
the practice and methods thereof to its 
members and to other persons interested 
therein, and to the general public with 
respect to the practice of accountancy; 
to promote reforms in the law; to pro­
vide lectures; and to cause the publica­
tion of articles relating to accountancy."
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CO-OPERATION WITH ARBITRATION 
ASSOCIATION
Arrangements have been made for 
continuation of cooperation between the 
accountancy profession and the Ameri­
can Arbitration Association, following 
the merger of the American Society with 
the Institute. The president of the In­
stitute has appointed the following spe­
cial committee on commercial arbitra­
tion for the current year:
John A. Conlin, New Jersey, 
Chairman.
J. Pryse Goodwin, New York.
John J. White, New Jersey.
Allen Redeker, Colorado.
G. Russell Brown, Arkansas.
The chairman of this committee has 
approved a suggestion that, in certain 
states where the Arbitration Association 
expects particular activity during the 
year, the state societies be requested to 
appoint similar committees to cooperate 
with the Institute and with the Arbitra­
tion Association. Letters containing the 
proposal have been sent to the presi­
dents of state societies in the places in­
dicated.
Announcement has recently been made 
of the imminent publication of the Arbi­
tration Journal, to be issued quarterly 
by the American Arbitration Associa­
tion beginning in January, 1937, which, 
according to its sponsors, will show the 
enormous advance of arbitration all over 
the world. It will contain international 
news and comment and will tell the story 
of arbitration in foreign and domestic 
trade and in legal, commercial and la­
bor problems. It will have a list of dis­
tinguished collaborators from abroad as 
well as in this country. The first issue 
will contain a symposium on arbitration 
in insurance, and later issues will carry 
symposiums presenting a picture of ar­
bitration in every important industry.
To accountants interested in arbitra­
tion as arbitrators or on behalf of clients 
or in educational work, the Journal will 
record their own activities and inter­
ests, and will feature their viewpoint 
and opinions.
The relation of accountancy to com­
mercial arbitration is stressed in the
following statement, prepared by the 
American Arbitration Association for 
publication in this B ulletin :
“ With the merging of the two na­
tional accounting societies there comes 
the opportunity for a more concentrated 
cooperation in the practical, educational, 
and legislative fields of arbitration in 
this profession.
“ Arbitration is of particular interest 
to the accountant in the practical field 
because of his high qualifications as an 
arbitrator. An arbitrator should be a 
man accustomed to dealing with facts 
and often with figures, he must have a 
judicial quality of mind, great patience, 
integrity, an instinct for justice and a 
fund of common sense. He should be 
trained to arrive at results on the fac­
tual evidence laid before him.
“ All these qualifications are possessed 
by the accountant. That he makes a 
good and reliable arbitrator is apparent 
from the many cases in which his serv­
ices have been used by the American 
Arbitration Association.
“ In eases involving dissolution of 
partnerships, for instance, the trained 
mind of the accountant is an invaluable 
asset. Sometimes the controversy is bit­
ter, sometimes merely complicated, but 
in either event no one is better able than 
the accountant to arrive at the true 
facts and through them to administer 
justice.
“ Sometimes an accountant is called 
in at the request of the arbitrators to 
bring his training and experience to 
bear on a mass of conflicting evidence. 
One long, difficult and bitter controver­
sy involved a dissolution of partnership 
between three brothers. It was a case 
of every man for himself, and the con­
flicting evidence presented a serious 
problem, for each brother attempted to 
prove by means of figures his claim to 
win against the other two. The books 
of the company were produced and 
proved to be of a very complicated char­
acter. The arbitrators at last persuaded 
the three brothers to let them call in an 
accountant who greatly facilitated the 
settlement of the case on an equitable 
basis.
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“ Accountants are well aware of the 
fear, ill-will and destruction which 
threaten their clients when a lawsuit is 
pending. That accountants believe in 
arbitration is proved by their willing­
ness to act as arbitrators, their recom­
mendation to their clients to arbitrate 
rather than sue, and the valuable work 
they have done in supporting arbitra­
tion legislation in many states of the 
Union. The fact that there are now thir­
teen states with adequate arbitration 
laws, as well as the Federal arbitration 
act, is due in large measure to the assist­
ance of accountants in different parts of 
the country.
“ Privacy is so essential a feature of 
arbitration that the wide development 
of this great field of human endeavor 
has never been fully recorded in any lit­
erature. There is shortly to be pub­
lished, however, a journal which will 
give the current history of arbitration in 
all countries in which it has found a 
foothold. As regards actual cases, priv­
acy must still be maintained, but the 
broad aspect of arbitration is no longer 
a matter of private concern but affects 
public welfare and happiness.”
CO-OPERATION WITH 
MANUFACTURERS ASSOCIATION
A committee of the Connecticut Soci­
ety of Certified Public Accountants re­
sponded to questions on the revenue act 
of 1936 raised by members of the Manu­
facturers Association of Connecticut at 
a taxation conference held recently dur­
ing the manufacturers’ annual meeting 
at New Haven, October 29th.
Fred Rogers Fairchild, professor of 
political economy at Yale University, 
presided at the tax session. The Con­
necticut Society’s committee consisted of 
Seth Hadfield, of Hartford; J. William 
Hope, of Bridgeport, president of the 
society, and Edward I. Petze, of New 
Haven, secretary of the society.
The discussion was under the general 
heading of taxation, but chief emphasis 
was placed upon the undistributed-prof- 
its tax imposed by the new federal act. 
The session was attended by 560 persons.
CURRENT PROBLEMS OF THE 
PROFESSION
Matters of interest at the present mo­
ment to certified public accountants in 
all parts of the country were indicated 
by discussion at meetings of the Advis­
ory Council of State Society Presidents 
at Dallas, Texas, during the time of the 
Institute’s annual meeting.
One entire session of the state society 
presidents’ meeting was devoted to dis­
cussion of the technicalities relating to 
proposed amendment of the Institute’s 
by-laws governing the method of election 
of the council. At another session, how­
ever, there was a good deal of discus­
sion on matters of general interest.
Among the topics presented for dis­
cussion was the problem of providing 
machinery for exchange of information 
among the state societies. It was sug­
gested that the national organization un­
dertake publication of a bulletin some­
what different from any of the present 
publications, dealing particularly with 
organization problems and activities, and 
administrative questions.
J. William Hope, president of the 
Connecticut society, said that from time 
to time individual state societies are 
faced with problems which are new to 
them but have at an earlier date had the 
attention of other state societies. He 
said it would be very helpful if the Con­
necticut society, for example, could know 
what other groups were doing. He re­
ferred particularly to the question of 
cooperation with the bar, mentioning the 
fact that in Connecticut highly satisfac­
tory relations had been established be­
tween certified public accountants and 
lawyers, and that perhaps that experi­
ence might be of interest in other states.
Earle M. French, president of the 
Massachusetts society, referred to a meet­
ing of the American Bar Association 
which he had attended, where the dis­
cussion indicated that the problem of 
relations between accountants and law­
yers was one which needed considera­
tion. Mr. French expressed the opinion 
that this was not a national problem but 
one which the several state societies had 
to solve. William L. Clark, president of
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the Oklahoma society, and Carl E. 
Dietze, president of the Wisconsin so­
ciety, also spoke on this point, recom­
mending that the various state groups 
give attention to the matter.
Mr. Dietze expressed the belief that 
the publication of information in pamph­
let form, reporting the proceedings of 
the various state societies for the infor­
mation of the others, would be most ap­
propriate and helpful. Colonel Robert
H. Montgomery, president of the Insti­
tute, was granted the privilege of the 
floor to suggest that in the matter of re­
lations with the bar, as well as on many 
other points, the state societies should 
use the office of the national organiza­
tion to the full extent for exchange of 
information. He said that this was a 
very practicable basis for close relation 
between the national and state organi­
zations. The information in the Insti­
tute’s files is always available to state 
societies, and the Institute has the staff 
and equipment to circulate it effectively.
Mr. Hope pursued his original sugges­
tion with the suggestion that even on 
such small matters of administration as 
inducing satisfactory attendance at meet­
ings, organization of committees, meet­
ings of officers and board of governors, 
distribution of synopses of minutes of 
meetings, and committee reports to the 
board of governors, the experience of one 
state society might be helpful to another. 
As an illustration, he described an ac­
tion of the board of governors of the 
Connecticut society resulting in an 
agreement among the members of the 
society throughout the state that they 
would undertaken no advertising of any 
description. He said that the arrange­
ment was working out satisfactorily and 
that all reputable firms had cooperated 
fully with the society.
The question of building up the mem­
bership of the national organization and 
the related problem of providing for re­
duction of dues to stimulate member­
ship were the basis of remarks by Mr. 
Dietze, and by William M. Madden, rep­
resenting the Indiana Association.
Consideration was given to a proposal 
endorsed by the Kentucky and New 
Mexico societies that Congress change
the final date for filing Federal income 
tax returns to a date five and one-half 
months (instead of two and one-half 
months) after the close of the fiscal year, 
but with the proviso that any return 
filed later than two and one-half months 
after the close of the fiscal year would 
carry interest from that time to the 
date when it was filed. The president 
of the Kentucky society, Robert Miller, 
indicated that the chief purpose of the 
proposal was to avoid the necessity of 
asking extensions in filing income-tax re­
turns, which it was apparently becom­
ing more difficult to obtain each year.
J. Bryan Stephenson announced that 
the New Mexico society had sent a reso­
lution, identical with that adopted by 
Kentucky, to New Mexico senators and 
congressmen, as well as to the Commis­
sioner of Internal Revenue and the Sec­
retary of the Treasury. He also referred 
to the fact that perhaps the activities of 
the Natural Business Year Council 
would bring some relief to accountants, 
in that extensions in filing income-tax 
returns might not be required as fre­
quently as in the past.
There was also discussion of the ad­
visability of maintenance of a Washing­
ton office by the enlarged national or­
ganization, and on motion of James F. 
Hughes, president of the New York 
state society, seconded by Mr. Stephen­
son of New Mexico, a recommendation 
that a Washington office be maintained 
was made to the Institute.
Fred J. Duncombe, president of the 
Illinois society, spoke of the activity of 
the American Institute of Accountants 
in the natural-business-year campaign, 
which he described as one of the most 
constructive steps taken by accountancy 
organizations in recent years. In order 
to encourage the continuation of the 
work, he offered a motion of approbation 
of the work already done, and recom­
mendation that it be carried forward. 
This motion was seconded and was car­
ried.
Arthur L. Baldwin, president of the 
Colorado society, spoke on the question 
whether rules of professional ethics 
should be enforced by a state society or 
by the state board of accountancy. Ed-
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ward J. Barr, president of the Michigan 
association, said that in his state the 
law provides that the state board of ac­
countancy formulate rules of ethics, 
which it has done. He referred to the 
fact that in Michigan there is a restrict­
ive law in effect which requires each 
practitioner in accounting to be licensed 
by the state. Before a license fee is ac­
cepted the applicant for registration is 
required to sign the code of ethics prom­
ulgated by the state board. The ques­
tion of whether the board acted within 
its legal rights has been definitely set­
tled in the affirmative, he indicated.
Hugh L. Dickerson, president of the 
Virginia society, spoke of experience 
with the same problem, but said that the 
accountancy board of his state had taken 
the position that a certificate could be 
revoked only for an act discreditable to 
the profession, meaning a felony or 
moral turpitude, and that acts which the 
state society might regard as being un­
ethical had no weight with the state 
board. In the circumstances, the Vir­
ginia state board had refused to draft 
rules of professional conduct.
M. E. Brooks, representing the Iowa 
association, stated that the accountancy 
board of that state had proceeded in the 
same manner as the Michigan board.
Mr. Dietze reported that the Wiscon­
sin society had adopted rules of profes­
sional ethics. He also referred to the 
attack which had been made upon the 
regulatory law passed in Wisconsin in
1935. An injunction had been sought 
against the board to prevent enforce­
ment of the law. The matter was tried 
in a circuit court of Dade county, which 
Mr. Dietze described as the duly desig­
nated county in which all attacks on the 
constitutionality of laws are heard. The 
circuit court refused to declare the law 
unconstitutional, and denied the request 
for an injunction. Since that time, Mr. 
Dietze stated, the matter has been ap­
pealed and will probably be heard before 
the supreme court of the state.
Time did not permit discussion of 
other matters on the agenda, among 
which were legislation, certified public 
accountant examinations, and regional 
meetings.
THE NATURAL BUSINESS YEAR
As the end of the calendar year ap­
proaches and thousands of individuals, 
including the great majority of those 
who are concerned with the preparation 
or analysis of annual financial state­
ments, prepare themselves for a season 
of unusual activity, the natural busi­
ness year again becomes a matter of im­
mediate interest.
The Natural Business Year Council, 
and its supporting organizations are 
now re-doubling their efforts to bring 
about general recognition of the advan­
tages of adopting as a fiscal period the 
twelve months which encompass one 
complete cycle of operations.
Henry Heimann, executive manager of 
the National Association of Credit Men, 
who was recently elected chairman of 
the council, is directing a program 
which reaches into every state of the 
Union. It is the policy of the council 
to sponsor the formation of local advis­
ory committees or councils which will 
direct efforts in their own communities. 
A number of such committees have been 
formed or are in process of formation.
N ew  P amphlets I ssued
The miscellaneous literature which 
has been published by the council and 
its supporting organizations has recently 
been collected in four pamphlets, each 
entitled The Natural Business Year and 
bearing the following subtitles, respec­
tively :
A  Program of Local A ctivity.
A  Means to Efficiency.
Advantages to Business Management.
Suggested Natural Fiscal Closing 
Dates.
A Program of Local Activity—The 
first of these, as implied by its title, con­
tains suggestions which, if faithfully 
followed by a local organization or com­
mittee representing several organiza­
tions, should bring tangible results. The 
program calls for adoption of the nat­
ural business year campaign as an or­
ganization activity and aggressive efforts 
by each individual member of the or­
ganization concerned to acquaint his 
own clients or customers with the nat­
ural business year principle. It calls
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for the distribution of literature sup­
plied by the council and for cooperation 
among the various local representatives 
of those national organizations which 
are collaborating in support of the na­
tional council. Particularly it suggests 
that an effort be made to reach the foun­
ders of new corporations, through attor­
neys and companies which handle the 
details of incorporation, with the sug­
gestion that the proper fiscal period be 
prescribed in the by-laws or articles of 
incorporation.
A Means to Efficiency—The second 
pamphlet gives the historical back­
ground of the efforts which have been 
made to bring about more widespread 
use of natural fiscal periods. It de­
scribes how the calendar year was first 
generally adopted for fiscal purposes as 
a result of a provision of the Federal 
corporate tax law of 1909, and relates 
the events which led to formation of the 
Natural Business Year Council in 1935. 
It also sets forth the factors which de­
termine the natural business year in the 
several general classifications of indus­
try, namely, manufacturing enterprises, 
merchandising enterprises (wholesale 
and retail), and service enterprises. It 
is shown that all but relatively few con­
cerns are affected by seasonal conditions 
which make one time of the year more 
advantageous than another as a fiscal 
closing date.
Its Advantages to Business Manage­
ment—The third pamphlet is devoted 
to a statement of the advantages of 
the natural business year to those en­
trusted with the management of business 
enterprises. These advantages, it is seen, 
fall into several categories, and are de­
scribed under the following headings: 
inventory, annual closing of accounts 
and preparation of financial statements, 
annual audits, review of past operations 
and planning for the future, and finan­
cing of new operations.
Suggested Natural Fiscal Closing 
Dates—The last named pamphlet is a 
compilation of the information which 
the Natural Business Year Council has 
gathered regarding the proper fiscal per­
iods of specific industries. Some fifty 
industries are listed and for each there
is, in concise form, a summary of the 
factors making for seasonal variation 
in the magnitude of operations. A nat­
ural fiscal closing date is suggested for 
each industry. It is expected that the 
information set forth in this pamphlet 
will be supplemented from time to time 
as the council’s research continues.
The council’s new pamphlets are 
available for distribution by any indi­
vidual or organization willing to coop­
erate with the council in its educational 
efforts. Several thousand have been dis­
tributed during the few weeks that they 
have been available, and the demand is 
increasing from day to day.
Local associations are urged to obtain 
a supply of copies for distribution at 
their meetings. The pamphlets have 
been used very effectively in this way 
by many groups.
A n  A rticle P ublish ed
The Bulletin  of the National Associ­
ation of Cost Accountants, in its issue of 
November 15th, contained an article on 
the natural business year by Robert H. 
Montgomery, president of the American 
Institute of Accountants. Colonel Mont­
gomery discussed in detail the advan­
tages of the natural business year from 
the viewpoint of the industrial account­
ant. He described the progress which 
has been made in the campaign con­
ducted by the council and urged that 
every chapter and every individual 
member of the N. A. C. A. give active 
support to the work.
A n  I n dex  of P rogress
The Bureau of Internal Revenue con­
tinues to supply the American Institute 
of Accountants with monthly statements 
showing the number of changes in ac­
counting periods of taxpayers approved 
by the commissioner of internal revenue. 
While these statistics are available by 
months only for a relatively short length 
of time, and therefore do not readily 
lend themselves to interpretation, it is be­
lieved that they indicate that substantial 
progress has been made. On page 14 of 
this Bulletin there are reproduced, in 
comparative form, tables for the months 
of June, July, August, September, and 
October, 1936.
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THE INSTITUTE AND THE STATE 
SOCIETIES
Through the medium of the Califor­
nia Certified Public Accountant, Anson 
Herrick, president of the California 
State Society of C. P. A.’s, has urged 
the members of his society to give 
full support to the organization which 
is now the sole national representative 
of the accountancy profession. He wrote 
as follows:
“ One national organization is now a 
fact and that organization has as its sole 
objective the furtherance of the interests 
of the accounting profession at large. 
Its activities are many and it is only by 
careful reading of its Bulletin (which is 
to be retitled The Certified Public Ac­
countant) that an understanding can be 
had of the scope and effectiveness of its 
activities and the tremendous amount of 
work that is performed by its various 
committees. In this work the American 
Institute deserves the wholehearted sup­
port of every certified public accountant 
and the first evidence of this support 
should be membership. I urge upon 
every member of the state society who is 
not now a member of the American In­
stitute or who will not become one as a 
result of the merger to apply for mem­
bership, not only because of the benefits 
that will come to him but also because 
support of the organization is a profes­
sional obligation.
“ One of the most important activities 
of the American Institute during the 
past year has been the furtherance of 
the natural business year movement, in 
which movement it has cooperated with 
a number of other organizations.
“ The amendments of the by-laws of 
the American Institute relating to 
changing its name and to the manner of 
electing the council will be submitted 
to the members of that organization for 
indication of their wishes as soon as the 
incorporation within that membership of 
the members of the American Society 
has been concluded.
“ There is a possibility that the com­
mittee on federal taxation of the Amer­
ican Institute may have an opportunity 
to present recommendations for changes
in the revenue act of 1936 and that com­
mittee has requested your president to 
make such suggestions as the state so­
ciety feels should be considered. To as­
sist your directors in formulating such 
recommendations, I am requesting that 
the members convey to the secretary such 
suggestions for amendment of the rev­
enue act of 1936 as they would like to 
have considered.”
REQUIREMENTS FOR ADMISSION 
TO THE BAR
Those who attended the meeting of 
accountancy examiners held at Dallas on 
October 19th under the joint auspices 
of the board of examiners of the Amer­
ican Institute of Accountants and the 
Association of Certified Public Account­
ant Examiners heard J. L. Goggans, 
Texas representative on the National 
Conference of Bar Examiners, trace the 
development of requirements for admis­
sion to the bar of Texas, which he chose 
as a typical state.
In doing this Mr. Goggans pointed out 
that the professions of accountancy and 
law have many problems in common, 
particularly those having to do with the 
maintenance of professional standards.
According to Mr. Goggans the stand­
ards required for admission to the Texas 
bar may be said to have passed through 
three distinct periods of development. 
During the first period an applicant 
prepared himself by reading law in the 
office of a practising attorney. Applica­
tion was then made to the judge of a 
local trial court for the appointment of 
an examining committee, which usually 
consisted of three of the candidate’s 
friends. In due course a perfunctory 
oral examination was conducted before 
the appointing judge and, in the words 
of the speaker, “ the result was a fore­
gone conclusion.” The second period, 
which ended in 1919, provided for six 
boards of local examiners, one being ap­
pointed by each of six intermediate ap­
pellate courts. Mr. Goggans said that 
these boards sometimes were quite lax 
and, consequently, no great difficulty 
was experienced in procuring a license.
The third period dates from 1919, 
when broad powers were given by stat­
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ute to the supreme court of Texas to 
supervise admissions to the bar. The 
law provides for one board of examin­
ers consisting of five attorneys having 
the qualifications of members of the su­
preme court. This board, acting under 
the instructions of the supreme court, 
passes upon the eligibility of all candi­
dates for license to practise law and ex­
amines those who show themselves to be 
eligible.
The law further authorizes the su­
preme court to make such rules as, in 
its judgment, may be proper to govern 
eligibility for the examinations and the 
manner in which the examination should 
be conducted. The rules of the supreme 
court are rather general in character 
and, among other things, authorize the 
examining board to make and enforce 
its own rules in conformity with the 
statute and the rules promulgated by 
the court.
Of particular interest to his audience 
were Mr. Goggans’ comments on the edu­
cational requirements for admission to 
the Texas bar.
“ As originally enacted,” he said, “ the 
statute provided that the supreme court 
should by general order exempt the 
graduates of such law schools as it might 
approve from taking the examinations. 
It further provided that every law 
school in the state maintaining certain 
standards should be approved for this 
purpose. In the spring of 1935, how­
ever, this particular statute was re­
pealed and after July 1 , 1937, no exemp­
tions from the examinations will be per­
mitted.”
All candidates filing applications be­
tween July 1, 1937, and July 1, 1938, 
must show that they have had at least 
thirty semester hours of study in a rec­
ognized college or equivalent educational 
attainments. After July 1, 1938, sixty 
semester hours shall be required.
Every person, other than an “ immi­
grant” attorney or a graduate of an 
approved law school, intending to apply 
for permission to take the examinations, 
is required, at the time of beginning his 
study, to file with the secretary of the 
examining board a declaration of inten­
tion. This declaration must show what 
law school he has entered or proposes to 
enter or the name and address of the 
attorney in whose office he plans to pur­
sue his studies. If the school or office 
is not on the approved list of the Ameri­
can Bar Association, there is also re­
quired a certificate by the local bar as­
sociation stating that the law office or 
school is fitted to guide and instruct the 
candidate in his studies. The supreme 
court describes twenty subjects of study 
upon which the candidate will be ex­
amined.
ACCOUNTING PROCEDURE AND 
THE S.E.C.
Recent stop-order proceedings by the 
Securities and Exchange Commission in 
which practices followed by independent 
public accountants were criticized brings 
the following editorial comment from 
The Utah C. P. A .:
“ A cursory review of the detailed ex­
position by the commission of the facts 
and circumstances of the cases under 
criticisms, as reported in the July Bul­
letin  of the Institute, indicates that the 
criticism proffered appears fully justi­
fied. Donations included as income; un­
qualified certification of statements given 
without setting forth current liabilities 
for materials and labor incurred; insuf­
ficient ascertainment of fact with refer­
ence to disbursement vouchers and min­
utes of the board; and similar slip-ups 
are elucidated.
“ Such derelict defection of elementary 
principles of auditing is regrettable, as 
the stigma arising inevitably from such 
slip-shod procedures followed by a few 
individuals or firms will have to be 
borne by the profession at large. It 
tends to tarnish the lustrous achieve­
ments attained during the last few years 
by way of statutory as well as public 
recognition. To maintain an acceptable 
standard of work every member of the 
profession must pledge himself, for his 
own good and for the sake of the pro­
fession, to adopt a system of self-discip­
line for keeping his professional honor 
and integrity alive, regardless of pres­
sure of time or inadequacy of the fee.”
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WORK OF THE AMERICAN BAR 
ASSOCIATION
The facilities and general program of 
the American Bar Association are pre­
sented, in a manner which tempts com­
parison with the affairs of the national 
accountancy organization, in an address 
by William L. Ransom, president of the 
Association, published in the American 
Bar Association Journal some months 
ago. Some of his preliminary remarks 
might be applied verbatim to members 
of the accountancy profession, particu­
larly the following:
“ Some members of the American Bar 
Association undoubtedly think that their 
membership and dues confer upon them 
only a right to attend the convention 
as spectators once a year if they can 
afford it, to receive monthly the maga­
zine published by the Association, and 
to have their membership listed among 
their qualifications for public office or 
in their obituaries, and that they get 
practically nothing else of benefit for or 
from their membership and annual dues.
“ Let me say to you that any such 
idea is not a true or fair picture of what 
the American Bar Association is and 
does. On the contrary, the American 
Bar Association, at all times throughout 
its history, has rendered, and is render­
ing today, utterly invaluable and in­
dispensable service to the whole profes­
sion and to the public—work which is 
worth many times what it costs any law­
yers in dues or time.
“ If the Association has not yet ac­
complished still more, and has not yet 
become what many lawyers wish it to 
become, any fault is with the indiffer­
ence of the lawyers who do not enter 
heartily into its work and do not insist 
that the structure of bar organization 
be made such as to create a more effect­
ive agency for carrying out the views 
and wishes of the profession.”
He then pointed out a few facts about 
the Bar Association, some of which make 
an interesting comparison with the es­
tablishment of the American Institute 
of Accountants. He said that the As­
sociation owned and maintained a three-
story headquarters building at Chicago, 
devoted exclusively to Association work, 
which represented an investment of 
$125,000 and was owned without a mort­
gage. The Institute, as most members 
know, maintains a five-story building in 
New York, entirely devoted to its own 
work, which represents an investment of 
about $125,000. The mortgage on this 
building has been reduced from $90,000 
at the date of acquisition to $25,000 at 
the present time.
Mr. Ransom states that the Bar Asso­
ciation maintains a full-time staff of 
about twenty-eight people. The Insti­
tute at the present time employs a per­
manent staff of twenty-four. In 1935 
the Bar Association had thirty-one ac­
tive committees, on which about 275 
lawyers served as members. The number 
of active committees in the Institute at 
the present time is thirty-four, on which 
about 350 certified public accountants 
serve as members.
Mr. Ransom points out that many of 
the functions of the organized bar, as 
is the case in accountancy, are best per­
formed by the state and local organiza­
tions. At the same time there are many 
professional matters on which a nation­
wide consensus of opinion and nation­
wide leadership are necessary. The na­
tional organization endeavors to work 
out desirable standards and objectives 
on a nation-wide basis, which may be 
recommended to the states in order to 
achieve a measure of uniformity.
The following policies and activities 
mentioned by Mr. Ransom are similar 
in nature to those set forth in the cur­
rent program of the Institute:
(a) Insistence that the practice of 
law is a profession, not a business, and 
that the traditions and ideals of an hon­
orable profession should be scrupulously 
observed.
(b) Emphasis on adoption of higher 
standards of legal education and re­
quirements for admission to the bar.
(c) Cooperation with the states in 
development, adoption, and enforcement 
of those standards.
(d) Development of canons of ethics 
of the legal profession, and procedure
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for dealing with complaints against 
members of the profession.
(e) Creation of groups to deal with 
special technical aspects of the law.
(f) Sponsoring a so-called national 
bar program composed of objectives of 
importance to the profession and to the 
public, which is aiding in unifying the 
thinking and activities of local associa­
tions.
(g) Examination of the form and 
substance of proposed legislation affect­
ing the administration of justice.
(h) Maintenance of a source of in­
formation and statistics, available to 
members as a clearing house of data and 
experience for those engaged in legal 
work in the United States.
(i) Arrangement of meetings in which 
lawyers from all parts of the country 
may become better acquainted and ex­
change points of view.
These matters are not the only ones 
with which Mr. Ransom deals, and 
neither do they indicate all the types of 
work which the American Institute of 
Accountants has undertaken, but it is of 
interest and perhaps significant to note 
that in so many particulars the work of 
the national accountancy organization 
closely parallels that of the Bar Asso­
ciation.
CONFERENCE ON TAXATION 
AND FINANCE
The 7th annual meeting of the Amer­
ican Management Association’s division 
on finance and accounts was held on De­
cember 2nd and 3rd at New York, with 
several members of the American Insti­
tute of Accountants participating.
Victor H. Stempf, of New York, chair­
man of the Institute’s committee on fed­
eral taxation, was the first speaker on 
December 2nd. He presented a paper en­
titled “ Significant departures in the 
1936 revenue act.”
Walter A. Staub, member of the Insti­
tute and past president of the New York 
State Society of Certified Public Ac­
countants, opened the session on Janu­
ary 3rd with an address entitled, “ Cor­
porate policy trends resulting from the 
undistributed earnings tax.”
NEW YORK SOCIETY HOLDS 
ANNUAL CONFERENCE
The fourteenth annual fall conference 
of the New York State Society of Cer­
tified Public Accountants was held on 
October 26th at the Waldorf-Astoria 
hotel, New York, with a telephone 
broadcast carrying a part of the pro­
ceedings to members of chapters at Al­
bany, Buffalo, Rochester and Syracuse.
It was announced that final steps had 
been taken by the American Institute of 
Accountants and the American Society 
of Certified Public Accountants to con­
solidate the two organizations. Robert
H. Montgomery, president of the Insti­
tute, spoke briefly on this subject urging 
that the whole profession support the 
resulting one national organization. He 
said, in part:
“ The certified public accountants of 
the United States are now represented 
by one strong national organization 
through the merger of the American So­
ciety of Certified Public Accountants 
with the American Institute of Account­
ants. This has been accomplished after 
years of hard work on the part of num­
erous certified public accountants who 
felt that the majority of the profession 
desired one national organization.
“ These men feel that they now have 
a right to ask for the support of all cer­
tified public accountants, including those 
who heretofore have not belonged to any 
national organization. The profession 
will not realize its full potentialities un­
less it can act virtually as one group 
through one organization. Accordingly, 
I consider it highly important that cer­
tified public accountants who are not yet 
members make application to the Insti­
tute without delay. All entrance fees 
are waived in the case of members of 
state societies in good standing who ap­
ply before January 1, 1937. Certified 
public accountants who are not now in 
practice but have had two years public 
accounting experience in the past may 
apply for admission as associates under 
a pending amendment to the by-laws. 
Certified public accountants with five 
years practice, who are in practice at the 
date of application, may apply for ad­
mission as members.”
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Arthur H. Carter, chairman of the so­
ciety ’s committee on one national organ­
ization, also spoke, and a resolution was 
adopted commending this committee.
The conference was opened at 11:00 
A. M. by James P. Hughes, president of 
the New York State Society. This ses­
sion was devoted to discussion of the use 
of accounting machinery in foreign 
countries. Victor H. Stempf, second 
vice-president of the society, presided. 
The session was directed by Charles J. 
Maxcy, chairman of the committee on 
accounting machinery. The speaker was 
Frederick D. Lehn. His address was il­
lustrated by motion pictures.
The afternoon session, which began at 
2 :30 P. M., was devoted to discussion of 
refunds of processing and floor-stock 
taxes and the unjust enrichment taxes. 
Morris C. Troper, first vice-president of 
the society, acted as chairman, and the 
session was directed by Norman G. 
Chambers, chairman of the committee on 
federal taxation. Joseph Getz was the 
principal speaker.
The discussion of the consolidation of 
the American Institute and the Ameri­
can Society occurred at the evening ses­
sion, beginning 7 :45 P. M., with Mr. 
Hughes presiding. Two speakers at this 
session discussed the Robinson-Patman 
act, Dr. Willard Thorp, director of eco­
nomic research, Dun & Bradstreet, and 
Blackwell Smith, of the law firm of 
Wright, Gordon, Zachry & Parlin. Their 
addresses were broadcast by telephone to 
the various chapters of the society.
C. F. Milledge, of Houston, discussed 
“Federal corporate taxes” at a meeting of 
the Houston Real Estate Board on Novem­
ber 10th.
Eric A. Camman, of New York, ad­
dressed the marketing conference of the 
American Management Association held at 
New York, November 12th, on “Sales-cost 
accounting under the Robinson-Patman act.” 
Mr. Camman has been appointed to a com­
mittee of accountants to consult with the 
board of regents of New York University 
during the course of an inquiry into the 
character and cost of public education in 
the state of New York.
40th ANNIVERSARY OF MICHIGAN  
ASSOCIATION OF C.P.A.'s
The Michigan Association of Certified 
Public Accountants, on December 10,
1936, celebrated the fortieth anniversary 
of the founding in 1896 of its direct 
predecessor, the Michigan Association 
of Accountants and Bookkeepers.
The meeting was held at the Detroit 
Leland Hotel, Detroit, and was attended 
by a large representation of accountants 
from Michigan and adjoining states. 
The American Institute of Accountants 
was represented by its secretary, John 
L. Carey.
On the same occasion the association 
celebrated the thirty-fifth anniversary of 
its incorporation in 1901 and the thirti­
eth anniversary of the first examinations 
given under the Michigan accountancy 
law enacted in 1905.
The celebration started at 12:30 P. M. 
with a luncheon honoring those first 
examined under the C.P.A. law in 
1906, of whom six were present. Fol­
lowing the luncheon there was a tech­
nical session at which addresses were 
delivered by three members of the asso­
ciation who had gained renown in ac­
countancy in other parts of the country. 
Howard Beck, former controller of the 
city of Baltimore, spoke on the topic, 
Governmental accounting and finan­
cing " ; Robert J. Bennett, secretary of 
the Pennsylvania Board of Examiners, 
on “ The accounting profession in Penn­
sylvania and Norman E. Webster, 
chairman of the State Board of Exam­
iners of New York, on "Fundamental 
requirements if examinations and quali­
fications are to approach the ideal."  
Durand W. Springer, secretary of the 
American Society of Certified Public 
Accountants until the merger of that 
organization with the American Institute 
of Accountants and secretary of the 
Michigan State Board of Accountancy, 
was toastmaster at a banquet held that 
evening, at which the history and prog­
ress of accountancy in Michigan was 
described by various speakers in short 
resumes. Roscoe O. Bonisteel, president 
of the State Bar of Michigan, was the 
principal speaker at the banquet.
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WHAT ACCOUNTANTS ARE SAYING
The following are extracts from recent 
public addresses on topics of interest to 
certified public accountants:
Significant Departures in the 
Revenue Act of 1936.
By Victor H. Stempf, of New York, be­
fore the American Management Asso­
ciation.
The question as to whether, for in­
come-tax purposes, American law re­
gards the corporation as an entity or as 
an intermediary, is one that deserves at­
tention.
If a corporation is regarded merely as 
an intermediary for the shareholders, by 
consequence, its income is to be con­
sidered as really that of the stockholders, 
in proportion to their holdings, and 
taxable to them. A corollary of this 
conception is that the income should be 
taxed only once. . . .
Since a corporation is a creature of 
the state evolved to permit a group of 
individuals to carry on business with 
limited liability and free from the disa­
bilities of the partnership type of organ­
ization (such as limitation on number of 
members and unmarketability of the 
members’ shares), it is inconsistent to 
assert that corporate income becomes 
some other sort of income when paid 
over to its owners. It would seem logi­
cal that the taxation of the income 
of both corporations and partnerships 
should be accomplished in like manner 
and that double taxation should be 
avoided. . . .
The point to note, is, however, that 
if, as we have assumed, the corporation 
is merely an intermediary and corporate 
income really belongs to the stockhold­
ers, the principle that all income should 
be taxed in the same manner would re­
quire that the stockholder be given 
credit against his individual surtax on 
the income, when it is later distributed 
to him, for the proper proportion of the 
corporate surtax paid by the corpora­
tion. The 1936 act provides no such 
credit, with the result that the same in­
come will be taxed twice.
But the fact is that American law
does not consider that the corporation 
is merely an intermediary, and that cor­
poration income should be taxed only 
once. . . .
With the enactment of the 1936 act, 
which subjects dividends to normal tax 
in the hands of the individual share­
holder, taxes inter-company dividends in 
part and imposes a surtax on undistrib­
uted corporate income, it becomes quite 
definite that a corporation is now re­
garded in our law as an entity, and not 
as an intermediary and that the theory 
that corporate income should be taxed 
only once has been completely aban­
doned. The provision in the 1936 act 
placing a surtax on undistributed profits 
tends to confirm this change of attitude.
Are the rates confiscatory and will 
they defeat revenue producing pur­
poses? . . . The maximum normal tax 
and surtax payable would amount to 
about 32% of statutory net income. 
When a corporation has actual net in­
come of approximately the same amount 
as its statutory net income, such a rate, 
although high, can scarcely be called 
confiscatory.........
However, where a corporation’s net 
income is far below its statutory net in­
come by reason of large unallowable de­
ductions, the taxes it now has to pay 
may well be confiscatory. . . .
These examples show how urgent is 
the need for revision of the tax law to 
provide for the computation of statutory 
net income on the basis of recognized 
sound accounting principles, in place of 
the present method which arbitrarily 
disallows certain expenses and losses 
and which sometimes results in a cor­
poration having to pay income taxes 
when it actually has no income. Such a 
revision would go far towards abolishing 
litigation of tax matters, would reduce 
the costs of administration of the tax 
law and would resolve the uncertainties 
which plague management.
As to whether or not the new surtax 
will defeat revenue-producing purposes, 
the answer is definitely, “ No.” Divi­
dend distributions in the latter half of 
this year have shown substantial in-
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creases in a great many cases, which will 
result in greatly increased revenue from 
individual income taxes, especially since 
dividends are now subject to normal tax. 
When this increase is added to the rev­
enue from the surtax on undistributed 
profits arising from corporations . . . 
there would seem to be no doubt that 
the additional revenue of $620,000,000 
requested by the President will be 
raised. . . . There will be very few cases 
in which a strong corporation having a 
chance for profitable expansion of its 
business through the use of its earnings 
will abandon this chance rather than 
pay the surtax on such earnings. Even 
if it did pay out its earnings instead of 
using them for expansion, it would prob­
ably do so only after adoption of some 
other means of raising the additional 
capital required. Nevertheless, the con­
tinued exaction of the high surtax on 
undistributed profits will hit the weaker 
corporations particularly and retard or 
defeat their recovery.
Precautions Against Unnecessary 
Income Taxes
B y E. C. Boye, of Kansas C ity , Missouri,
before the Missouri Bankers Associ­
ation.
Assuming for the moment that with 
the revenue act of 1936 we have reached 
a second peak in income taxation (which 
is not at all certain) and if we pause to 
compare, in general terms, the act of 
1918 with that of 1936, it is noted that 
the former imposed a tax, which more 
nearly resembles a true tax on income, 
while the latter, conceived in an effort 
to find new sources of revenue, had in­
jected into it features that tend strongly 
in the direction of a combined income 
and capital levy. By this, I mean that 
the tax under the 1918 law bore some 
relation to the amount of income realized 
while under the 1936 law your bank 
might well sustain a substantial loss but 
at the same time be subjected to tax. . . .
There has been injected into recent 
statutes a guessing contest at which the 
taxpayer nearly always loses; I refer to 
the capital-stock tax and excess-profits 
tax on corporations, the amounts of 
which are based in some measure on
clairvoyance rather than on ratio to in­
come. Such features and the multiple 
pitfalls in the system compel the tax­
payer to take proper precaution at given 
times in order to avoid bearing more 
than his share of the burden imposed 
by law. With respect to any transac­
tion, there are three moments when an 
ounce of prevention may be worth a 
pound of cure:
First, before a transaction is consum­
mated its effect on current and future 
taxes should be determined; this refers 
to unusual and extraordinary transac­
tions and not to routine matters such 
as the granting of loans or sales of mer­
chandise. . . .
Second, before filing a return, the tax­
payer must consider the effect of the 
manner of its preparation. Certain elec­
tions exercised and so expressed by the 
return may bind the taxpayer perma­
nently. Two outstanding examples are 
joint returns by husband and wife and 
the original declaration of value in a 
capital-stock tax return. Once done, the 
joint return for a given year cannot be 
separated into two returns and once de­
clared, the capital-stock valuation can­
not be amended. . . .
Third, before the tolling of the statute 
of limitations, if a taxpayer feels that, 
in the light of current decisions, past 
years’ taxes may have been over-paid, an 
investigation should be made now so that, 
where justified, refund claims may be 
filed before they are barred. However, 
the statute of limitations does not bar 
the correction of an error in a current 
return although the error may have been 
first committed in the return for a year 
now barred. . . .
Closely associated with these questions 
is the right to file amended returns for 
past years. Many loans become doubtful 
but not positively bad, and much real 
estate shrinks in value; sometimes these 
items were ordered charged off by bank 
examiners and in most instances they 
were claimed as a deduction on tax re­
turns but no reduction in tax was ob­
tained thereby. In a great many more 
instances improper or no claim for de­
preciation was or is being made. In 
other instances certain non-taxable in-
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come has been included in the returns 
—one bank even returned as income the 
proceeds from sale of preferred stock 
and another, the proceeds from an as­
sessment against stockholders. . . .
Administration and Evasion of 
Gasoline Taxes
By T. Coleman Andrews, of Richmond,
before North American Gasoline Tax
Conference.
It has been my observation that even 
a poor law can be given strength by ef­
fective administration and the best law 
in the world can be vitiated by poor 
administration. Let me, therefore, state 
what I consider to be some of the essen­
tials of effective administration:
(1) Qualified administrative person­
nel—Qualified personnel is the most im­
portant prerequisite to effective admin­
istration of any undertaking. . . .
Those responsible for organizing the 
administration of public affairs have not 
fully recognized the necessity for prop­
erly qualified administrative personnel, 
but the organization of groups of pub­
lic administrators like your own, and 
the seriousness with which these groups 
are studying their problems, are encour­
aging indications that the situation is 
being met and that the time is not far 
distant when the administration of pub­
lic affairs will catch up with the tech­
nical aspects of the laws by which pub­
lic affairs necessarily are administered. 
It is an encouraging sign that public ad­
ministrators are beginning to recognize 
the fact that political loyalty should be 
secondary to technical qualification in 
the selection of public servants.
(2) Adequate and liquid bonds—The 
very nature of any gasoline tax law, at 
least of those thus far conceived, is that 
there be a substantial lapse of time be­
tween the sale of gasoline and the col­
lection of the tax thereon. Hence, it be­
comes necessary for the states to assure 
the realization of the revenue from their 
gasoline taxes by requiring those upon 
whom the tax is imposed to give bond to 
assure payment of the tax when it is 
due. All too often these bonds have
been inadequate in amount, the security 
required has been much less than its 
stated value, and even the value which 
reasonably could be placed upon the 
security could not be readily realized. 
There seems but one remedy for this 
situation—namely, that none but cor­
porate surety be accepted.
(3) Offiice auditing of tax returns— 
Any system of gasoline tax administra­
tion should include office auditing of the 
returns filed by those who become liable 
for the tax. It goes without saying that 
these returns should be complete, that 
is, that they should require all the in­
formation that is necessary for a full 
and correct statement of the number of 
gallons upon which the tax is to be 
assessed. . . .
A very important phase of this audit­
ing of tax returns is the following up of 
exceptions. We have seen many cases 
where the auditing of returns was all 
that could be desired, but the whole sys­
tem fell down because exceptions were 
not followed up in such a manner as to 
assure satisfactory disposition of them.
(4) Field auditing of tax returns— 
It unfortunately has been found to be 
true that unless returns filed by taxpay­
ers are checked against the taxpayers’ 
books, there will always be some tax­
payers who will take advantage of the 
knowledge of this omission. It, therefore, 
becomes necessary to send auditors into 
the field to compare the returns filed by 
taxpayers with the taxpayers’ books. 
This is not just a checking job. It is a 
job which requires a clear understand­
ing of the principles of modem account­
ing and auditing. . . .  You cannot expect 
a person not trained in accounting and 
auditing to understand and make an 
intelligent audit of modem books.
(5) Field inspection and laboratory 
analysis—I should say that next in 
importance comes field inspection and 
laboratory analysis of the substances re­
ported by the taxpayers. This is neces­
sary not only for the purpose of deter­
mining whether the distributors report 
as such the gasoline they receive, but 
also to protect the public against adul­
teration. . . .
22
Bulletin of American Institute of Accountants
(6) Cooperation of state police—In 
the process of enforcement some activity 
of a police nature is almost invariably 
necessary. This activity can be best car­
ried on through the established state 
police, where such officers exist. . . .
(7) Adequate and accurate account­
ing and reporting — Accounting and 
reporting are the eyes, but not the tools, 
of management. The purpose of ac­
counting is to record what has hap­
pened, and the purpose of reporting is 
to draw from this record of what has 
happened a picture of these happenings 
and a forecast of what is apt to happen 
in such form as to promote intelligent 
administrative judgment and action. An 
accurate accounting system should show 
not only financial facts, but also such 
statistical facts as will make possible the 
determination and reporting of the 
quantities of gasoline and other petrole­
um products sold in each community 
and geographical division of the state. 
Such information is valuable because it 
provides a basis for judging the relative 
consumption of the various kinds of 
petroleum products imported, and thus 
lays the basis for the eradication of 
blending, which is one of the principal 
forms of evasion in some states.
The Importance of Internal Auditing 
of Bank Operations
B y Frederick S. W illett, of South Bend, 
before the Northern Indiana Confer­
ence of Bank Auditors and Comp­
trollers.
It appears to me that at no time has 
there been a greater need for the cheek­
ing of banking operations than the pres­
ent.
The up-swing of business creates a 
desire to obtain financial advantage and 
the temptation to use capital in its at­
tainment naturally may lead those hand­
ling others’ funds, which are not strictly 
guarded, to borrow without authority.
While accurate accounting is essen­
tial, the prevention of loss through devi­
ous methods is the more important func­
tion of an auditor and audit programs 
should include practical preventive 
measures against the wrongful acts of
those who may be inclined to stray from 
the path of rectitude.
The auditor should be the protector 
of the directors who are responsible to 
the stockholders.
Since a heavy responsibility rests upon 
them, the directors should be protected 
against the results of irregularities 
through the work of auditors, qualified 
by nature, experience and training to 
prevent misstatement of the bank’s fi­
nancial position, intentional or other­
wise. This is particularly true during 
prosperous times.
Directors’ examinations as they are 
usually made are unsatisfactory because 
few directors are qualified by experi­
ence or have the knowledge of the sys­
tematic procedure to conduct a thor­
ough audit, and many of them do not 
have the proper inclination. Govern­
ment employee examinations are mostly 
limited and are made for the primary 
purpose of determining the solvency of 
the institution. Both of these methods 
are inadequate as a deterrent to defal­
cations or uncovering existing irregu­
larities as has been repeatedly demon­
strated. . . .
Every honest man has a right to feel 
that his work is important and desirable 
in the scheme of life and, as an inde­
pendent observer, my opinion is that one 
of the most important jobs in a bank is 
that held by the internal auditor if he 
performs his duty. A well qualified 
man in such a position, responsible to 
the directors only, working without re­
striction by the active officers can do a 
better job than can be done by any other 
means.
The practical application of the prin­
ciples of internal auditing which re­
quire (1) the placing of responsibility,
(2) the establishment of a systematic 
office procedure, (3) the scientific divi­
sion of work among the employees, and
(4) the continual inspection and super­
vision of the work, will provide a most 
effective measure of prevention.
The accuracy of the clerical work and 
the possibility of fraud are both gov­
erned by the extent to which these prin­
ciples are applied.
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The Unjust Enrichment Tax 
(Windfall Tax)
B y John F. Evans.
Returns are due December 15th, but 
owing to the vast amount of work in 
connection with the assembling of the 
required information, many concerns 
find themselves unprepared to file on 
that date. In that case, it would be wise 
to apply for an extension. Some con­
cerns are preparing to seek injunctions 
against the payment of the tax. On 
September 30th of this year, Judge 
Baltzell of the district court of the 
United States for the southern district 
of Indiana, granted a temporary injunc­
tion in the case of Kingan &  Co. vs. 
Smith, and I understand that on No­
vember 24th, Judge Paul, judge of the 
district court of the United States for 
the western district of Virginia, granted 
a temporary restraint against the col­
lector in the case of Shenandoah Milling 
Co. vs. Early. However, an injunction 
was denied in the United States district 
court for South Carolina in the case of 
W hite Packing Co. vs. Robinson, and the 
plaintiffs have appealed to the United 
States circuit court of appeals from that 
decision.
The applicants for these injunctions 
have generally alleged that the tax 
is unconstitutional on the following 
grounds :
1. The tax is not an income tax, but 
a direct tax which should be ap­
portioned among the states.
2. It is an attempt to collect what 
the supreme court has held un­
collectible.
3. The tax does not reach all who 
were “ unjustly enriched”, not af­
fecting those who have no net in­
come for the period from the sale 
of tax-free goods.
4. It is not a tax at all, but a confis­
catory, penalizing and arbitrary 
exaction.
5. If the taxpayer made no profit 
from all operations, he could not 
have a profit from any particular 
source.
Mere unconstitutionality of a tax, 
however, is not sufficient basis for an
injunction in view of section 3224 of the 
revised statutes, which provides as fol­
lows :
“ No suit for the purpose of restrain­
ing the assessment or collection of any 
tax shall be maintained in any court.” 
If there are exceptional and extra­
ordinary circumstances present, as for 
example, if the taxpayer does not have 
an adequate remedy at law, for the re­
covery of the tax, then there are equit­
able grounds for relief by the court, and 
the statute is no bar to an injunction.
That point seems to be the main diffi­
culty, for the general administrative 
provisions of the income-tax law are 
made applicable to the windfall tax, and 
by virtue thereof one may recover an 
illegally collected tax. Consequently, it 
may be argued that the taxpayer has 
an adequate remedy at law. In the 
words of the government’s attorney in 
the Kingan case—“ Accordingly, it is 
open to complainants, if the returns 
which they file according to the law show 
a tax due thereunder, to pay the tax and 
sue for its recovery. If . . . they owe 
no tax under this statute because they 
did not pass on the burden of the amount 
of processing tax . . ., they have the 
right under the statute to file returns 
so stating. Should the Commissioner of 
Internal Revenue not agree that they 
did not pass on the tax, he can assess 
deficiencies against them accordingly. If 
the returns are filed in good faith, no 
penalty can be imposed upon the com­
plainants. From such deficiencies the 
complainants have the familiar remedy 
of appeal to the board of tax appeals, 
before which they can litigate all ques­
tions arising out of the application of 
the statute.”
The Revenue Act of 1936
B y John T. Madden, of New York, be­
fore joint meeting of Buffalo, Roch­
ester and Syracuse chapters of New  
York State Society of Certified Public 
Accountants.
The tax situation in which we find 
ourselves is not an isolated phenomenon 
in the social picture. It is, on the con­
trary, related to the whole philosophy of
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financial reorganization which goes back 
to the era before the war. There is no 
doubt in my mind that the idea of a 
better distribution of wealth lies some­
where in the consciousness of law mak­
ers. Have directors of corporations 
either consciously or unconsciously gone 
too far in withholding profits from dis­
tribution? There is evidence that this 
has been done in some instances with the 
result that stockholders have been forced 
to make an additional investment in the 
company to the extent of surplus with­
held that might well have been released 
to them. It is beside the point to counter 
with the statement that the stockholders 
have the right to force the surplus out 
by electing a board of directors pledged 
to that end. The difficulty of mass action 
of stockholders in large corporations is 
well recognized. And, of course, we 
know that some corporations were or­
ganized for the express purpose of tax 
avoidance. . . .
Due to certain other circumstances we 
must admit that it is not a perfect piece 
of legislation and that it has many ob­
jectionable features. But if business will 
take a more objective attitude toward 
the whole problem of social reconstruc­
tion and taxation, it will be possible to 
remedy much of the defect. . . .
Let us, therefore, evaluate the new 
tax bill in the terms of the newer con­
ceptions of finance which are not alone 
domestic but international in scope. I 
am convinced that the distribution of 
profits which is the underlying theory 
of the revenue act of 1936 provides an 
additional basis for sound business re­
vival. In fact, this very revival of busi­
ness may be a substantial measure of 
aid to those corporations which are al­
leged to be the greatest sufferers from 
the legislation. It is true that previous 
study by economists and tax authorities 
has led to the conclusion that a tax of 
this character was economically undesir­
able. But these conclusions were drawn 
on the premise of a different financial 
mechanism. Let us look at this factor 
for a moment.
The government is in control of the 
money market. I have not the time, nor 
is this the place, to discuss the details,
but I cannot imagine any more propi­
tious time in our history to try the 
experiment inaugurated by the act. 
Money rates will be what the govern­
ment wishes them to be. They are low 
now compared to previous periods. For 
example, the prohibition against the al­
lowance of interest on commercial de­
posits has cut from ½ to 1½ % out of 
our basic interest rates in this country. 
Never before were banks in a better 
position to make sound loans. And if 
banks will not make sound loans, some 
new mechanism will be devised to take 
care of this condition. Never before have 
we possessed such effective machinery to 
control the movement of rates. Sooner 
or later, the market must seek sound in­
vestments in corporate enterprises. Both 
senior and junior financing at reason­
able rates is encouraged. Obviously, in­
vestors must likewise become accustomed 
to lower rates of return on both classes 
of securities.
I mention these things because they 
are directly related to the new condi­
tions created by the revenue act, al­
though their relation is somewhat ob­
scured by the more pressing problems, 
such as estimating earnings, and arrang­
ing for dividends and wage adjust­
ments. Corporations which are entitled 
to credit should have no difficulty in 
inducing present or new investors to 
buy securities. Similarly, corporations 
entitled to credit should find no diffi­
culty in obtaining it at the banks for 
their legitimate needs. The others, that 
is those who are not entitled to accom­
modation, should be liquidated to avoid 
further losses. This condition will last 
as long as the present monetary policy 
of the government shall prevail. . . .
Good lawyers assure us that the pres­
ent law is probably constitutional, and 
hence we must for the present either 
pay the tax imposed or distribute the 
income. If the present law is to remain 
as a permanent feature of our fiscal 
policy (and I believe that this act or 
some modification of it will be), it may 
have profound social and economic con­
sequences. In fact, it may help greatly 
in developing a more sound policy of 
corporate finance.
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MEETINGS AND ELECTIONS
Arizona Society of Public Accountants
Date: November 7, 1936, annual meeting. 
Place: Phoenix.
Speaker: Arthur A. Foster, of Prescott, “So- 
cial-security legislation.”
Elections: President—James A. Smith, of 
Phoenix.
Vice-president—Thomas J. Elliott, of 
Tucson.
Secretary—Daphne Latham, of Phoenix 
Treasurer—L. N. Treadaway, of Phoe­
nix.
Arkansas Society of Certified Public 
Accountants
Date: November 5, 1936, annual meeting. 
Place: Little Rock.
Elections: President—L. B. Croft, of Little 
Rock.
Vice-president—J. L. Swofford, of Fort 
Smith.
Secretary-treasurer—Alfred R. Lile, of 
Little Rock.
Connecticut Society of Certified Public 
Accountants
Date: November 12-13, 1936, tax confer­
ence.
Place: Hartford.
Topics: “Capital-stock, excess-profits taxes 
and tax-control methods,” Milton Fried­
berg, chairman.
“Revenue act of 1936,” C. Leonard 
Johnson, chairman.
“Dividends and surplus distribution,” 
Russell C. Everett, chairman.
“Mergers, consolidations and reorgani- 
tions,” Seth Hadfield, chairman.
Florida Institute of Accountants
Date: November 6-7, 1936, semi-annual 
meeting.
Place: Jacksonville.
Speakers: Harry M. Turnburke, of Clear­
water, “The Florida probate act.” 
Harley Howard, U. S. internal-revenue 
agent in charge for the district of Flor­
ida, “Administration of the federal in­
come-tax law.”
Harry G. Taylor, Florida representative 
of the office of the general counsel, U. S. 
Treasury Department, “Matters consti­
tuting fraud in federal income-tax 
cases.”
R. Warner Ring and Roger Cole, “The 
annual meeting of the American Insti­
tute of Accountants.”
Massachusetts Society of Certified Public 
Accountants
Date: November 23, 1936.
Place: Worcester.
Speakers: J. Chester Crandell, “Administra­
tion of the social-security act in Massa­
chusetts.”
Charles F. Rittenhouse, “The annual 
meeting of the American Institute of 
Accountants.”
Charles C. Kimball, “Accountants re­
ports.”
Michigan Association of Certified Public
Accountants
Michigan State College, Division of Liberal 
Arts
Date: November 6, 1936, 12th annual Mich­
igan accounting conference.
Place: East Lansing.
Speakers: R. E. Weaver, of Grand Rapids, 
“The natural business year.”
Frank L. Seidman, of Grand Rapids, 
“The social-security act.”
Lloyd C. Emmons, dean of the division 
of liberal arts, Michigan State College, 
address of welcome.
John A. Hannah, secretary, State 
Board of Agriculture, “ Observations.”  
Malcolm K. Whyte, of Milwaukee, at­
torney, “The Robinson-Patman act.” 
Dean W. Kelley, chairman, State Bar 
of Michigan committee on unauthorized 
practice of law, “Relation between ac­
countants and lawyers.”
Robert E. Warren, of Cleveland, “Mod­
em requirements for financial state­
ments.”
Herold H. Reinecke, special agent in 
charge, federal bureau of investigation, 
U. S. Department of Justice, “The work 
and functions of the federal bureau of 
investigation.”
Montana Society of Certified Public
Accountants
Date: November 20, 1936, annual meeting.
Place: Helena.
Speakers: Robert C. Line, dean of the 
school of business administration, Uni­
versity of Montana.
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Hugh D. Galusha, of Helena, "Impor­
tance of state societies.”
C. L. Burley, representing the U. S. 
bureau of internal revenue, “ The so- 
cial-security act.”
William Finlay, of Great Falls, “Depre­
ciation and depletion.”
George Finlay Simmons, president of 
the University of Montana.
Hal Higgins, of Helena.
Elections: President—Roscoe L. Thomas, of 
Butte.
Vice-president—Douglas N. Wilson, of 
Great Falls.
Secretary-treasurer—John J. Walsh, of 
Helena.
New Jersey Society of Certified Public 
Accountants
Date: November 19, 1936.
Place: Newark.
Speakers: A. B. Hossack, representing an 
appraisal company, and Maurice E. 
Peloubet, of New York, “Depreciation 
and obsolescence.”
New York State Society of Certified Public 
Accountants
Date: November 23-24, 1936.
Place: New York.
Speakers: Boy H. Palmer, first assistant di­
rector of the state income-tax bureau, 
“Some problems of administration of 
the state income and unincorporated- 
business tax.”
Benjamin Harrow, member of the soci­
ety’s committee on state taxation, “Re­
cent decisions affecting New York state 
taxes.”
Roswell Magill, professor of law at Co­
lumbia University, “Planning the dis­
tribution of an estate.”
Norman G. Chambers, chairman of the 
society’s committee on federal taxation, 
“Practical application of tax princi­
ples.”
Robert Ash, tax consultant, “The proce­
dure in handling tax cases before the 
board of tax appeals and the courts.” 
Nicholas Salvatore, member of the soci­
ety’s committee on federal taxation, 
“The corporate surtax on undistributed 
profits imposed by the revenue act of
1936.”
Joint Meeting of Rochester, Buffalo and 
Syracuse Chapters
Date: November 18, 1936.
Place: Rochester.
Speakers: John T. Madden, dean of the 
school of commerce, accounts and fi­
nance, New York University, Joseph J. 
Klein, of New York, and Franklin C. 
Ellis, of New York, “The revenue act of 
1936 and the problems it presents to 
executives.”
Ohio Society of Certified Public Account­
ants
Cincinnati Chapter
Date: November 18, 1936.
Speakers: Stanley A. Hittner, “The excess- 
profits tax.”
William H. Mers, “The social-security 
act.”
Berl G. Graham, “Distributing manu­
facturing burden.”
Oklahoma Society of Certified Public Ac­
countants
Date: November 17 , 1936, annual meeting. 
Place: Oklahoma City.
Elections: President—Oscar R. Davis, of 
Oklahoma City.
Vice-presidents — Charles McCune, of 
Tulsa, and Walter D. Snell, of Okla­
homa City.
Treasurer—Herman Muhlherr, of Tulsa. 
Secretary—Albert W. Cory, of Okla­
homa City.
Pennsylvania Institute of Certified Public
Accountants
Scranton Chapter
Date: November 16, 1936.
Speakers: Victor H. Stempf, of New York, 
“Internal auditing.”
J. Elwood Nesky, “Inventory control.”
West Virginia Society of Certified Public 
Accountants
Date: October 30-31, 1936, annual meeting. 
Place: Morgantown.
Speakers: Paul H. Price, state geologist, 
“The geological history of West Vir­
ginia.”
Chester M. Kearney, “Inflation—Its na­
ture and prospect.”
Elections: President—Louis F. Tanner, of 
Morgantown.
Vice-presidents—J. E. Beatty, of Hunt­
ington, and I. F. Jennings, of Welch. 
Secretary—H. R. Howell, of Charleston. 
Treasurer—N. R. Fitzhugh, of Charles­
ton.
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Bachrach, Sanderbeck & Company, of 
Pittsburgh, announce that Paul Katzen has 
been admitted to membership in the firm.
Benedict & Miller, of Oklahoma City, an­
nounce the admission of Larry G. Petering 
to partnership in the firm.
Harry W. Bundy, of Elizabeth City, N. 
C., announces the return of John Moran 
as an active member of the partnership of 
Bundy & Moran.
Ernest B. Cobb, of New York, announces 
the removal of his offices to 25 West Forty- 
third street.
John Harman Eldridge, of San Francisco, 
announces the opening of an office at 1204 
Burlingame avenue, Burlingame.
Hans William Fick, of South Bend, an­
nounces the opening of an office in suite 
424, J . M. S. building.
W. C. Heaton & Co., New York, announce 
the admission of Howard E. Jackson as a 
member of the firm.
Walter J . Hollings, of San Francisco, 
announces the removal of his offices to 1115 
Russ building.
Leslie, Banks & Company, of New York, 
announces that H. W. Funk, O. A. Gran­
lund and H. K. Haas have been admitted to 
membership in the firm.
Daniel Lipsky, of New York city, an­
nounces the opening of an office at 19 Rec­
tor street.
John B. McGinley, of Washington, D. C., 
announces the removal of his office to the 
Union Trust building at 15th and H streets, 
N. W.
Harry W. Moore, of Los Angeles, con­
ducted an open-forum discussion of “Bank­
ing under the revenue act of 1936” at a 
meeting of group five of the California 
Bankers Association, November 21st.
Harry Rubenstein announces the opening 
of offices in the Perth Amboy National Bank 
building, 313 State street, Perth Amboy.
J. Roger Yates, of the District of Colum­
bia, announces the removal of his office to 
the Munsey building.
Raymond T. Anderson, of Dallas, spoke 
at a meeting of the Southwestern Ice Man­
ufacturers Association held at Dallas, No­
vember 11th, on “The new federal tax laws.”
E. C. Boye, of Kansas City, spoke at four 
group meetings of the Missouri Bankers As­
sociation during the week ending October 
19th.
J. William Hope has accepted an invita­
tion to serve on the legislative committee of 
the Connecticut Chamber of Commerce as a 
representative of the Connecticut Society of 
Certified Public Accountants, of which he is 
president.
Charles F. Rittenhouse, of Boston, spoke 
at the New England regional meeting of the 
National Association of Credit Men, held at 
Boston on November 18th, on “The natural 
business year.”
Prior Sinclair, New York, has been ap­
pointed vice-chairman of the accounting divi­
sion in the United Hospital Campaign to 
raise funds needed by 88 voluntary hos­
pitals in the city of New York.
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